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Worker Earnings, Service Quality, and Firm Profitability: Evidence from


Nursing Homes and Minimum Wage Reforms


Krista Ruffini†


Abstract


This paper examines whether higher earnings for frontline workers affects the


quality of employees’ output. I leverage increases in the statutory minimum


wage, combined with worker, consumer, and firm outcomes in the nursing home


sector. I find that higher minimum wages increase income and retention among


low-wage employees and improve consumer outcomes, measured by fewer inspec-


tion violations; lower rates of adverse, preventable health conditions; and lower


resident mortality. Firms maintain profitability by attracting consumers with a


greater ability to pay and increasing prices for these individuals. JEL codes: J38,


J3, I18
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1 Introduction


The quality of goods and services affects consumer well-being, but in many settings, employ-


ers and customers cannot discern quality at the time of production or purchase. In these


situations, paying frontline workers higher wages can incentivize higher quality (Shapiro and


Stiglitz, 1984; Akerlof, 1982; Lazear and Moore, 1984). Beyond standard efficiency wage


considerations, increasing pay for low-wage workers may reduce stress and improve decision-


making (Mani et al., 2013). Additionally, if higher wages reduce worker turnover, increases


in job-specific expertise can improve production efficiency.


Although efficiency wage and human capital theories are well developed, the existing


empirical work examining compensation and worker performance focuses on production in-


dustries, where quality is readily observable. In contrast, there is little evidence whether


higher pay affects consumer outcomes in service industries where employee effort is difficult


to monitor and quality is not easily quantified. Moreover, the relationship between manda-


tory wage floors stipulated by government policy and worker performance is a priori ambigu-


ous. While minimum wages could improve quality by attracting more productive workers or


incentivizing greater effort, quality may worsen if employers instead reduce staffing.


This paper broadens our understanding of how employee compensation translates into


consumer well-being by examining the relationship between workers’ wages and patient out-


comes in long-term residential care settings. I leverage exogenous wage increases for health-


care support staff driven by 25 years of minimum wage reforms with objective health and


safety measures for the near universe of nursing home facilities. This setting enables an


extension of the cross-border county-pair two-way fixed effects (CBCP-TWFE) empirical


framework pioneered by Card and Krueger (1994) and generalized by Dube et al. (2010) and


Dube et al. (2016) by examining outcomes at the establishment level and including reforms


that vary across states, counties, cities, and establishments. Accordingly, this approach com-


pares changes in patient well-being within a facility relative to neighboring firms before and


after a wage change while flexibly accounting for other local changes at granular geographic


levels. I document that facilities in adjacent counties have more similar economic and de-
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mographic characteristics and trends than facilities in non-adjacent counties, which provides


support for the CBCP-TWFE approach over a more parsimonious design that leverages na-


tional comparisons over all facilities. Further support for the empirical design is illustrated


in event study analyses, which show a similar evolution of staffing patterns, resident health,


and resident demographic characteristics in the years leading up to a reform.


I first establish higher minimum wages increase earnings among low-wage healthcare


workers: a 10% minimum wage increase raises nursing assistant earnings 1.1-2.0% without


significantly reducing employment. Although there is little existing work on nursing homes in


the U.S. minimum wage literature, the earnings and employment responses are comparable


to those in other industries (Dube et al., 2010, 2016; Jardim et al., 2017; Cengiz et al., 2019).


I also find higher minimum wages increase tenure by reducing separations and increasing the


share of new employees who are retained for at least 3 months, again consistent with work


in other sectors (Dube et al., 2016; Portugal and Cardoso, 2006; Brochu and Green, 2013).


Second, I provide some of the first empirical evidence how higher employee wages can


improve consumer well-being. I find a 10% minimum wage increase reduces the number of


health inspection violations by 2% (0.1 violation for the typical facility each inspection),


the fraction of residents with moderate-to-severe pressure ulcers by 1.7% (0.14 percentage


points), and nursing home mortality by 3.1-3.2% (about 15,000 deaths a year). In addition,


event study analyses illustrate the improvements in costly health outcomes (pressure ulcers


and mortality) persist for several quarters.


Third, I examine how employers offset higher labor costs and document that the me-


chanical wage increase for low-paid staff fully accounts for facilities’ reported cost changes:


there is no substitution towards credentialed nurses or other factors of production. Instead,


facilities increase revenue in two ways: first, by increasingly serving clients with a greater


ability to pay (those paying out of pocket rather than Medicaid recipients), and second, by


charging private payors higher prices. As the additional labor costs caused by higher wages


are a small share of facilities’ total operating budget, changes on each of these margins is


relatively minor on an individual level. For example, a 10% minimum wage increase would
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lead an average 100-bed facility to serve 0.3 fewer Medicaid recipients and would charge


private payors about $5.90 (2.2%) more each day.


These findings are consistent with minimum wages improving consumer well-being through


increasing firm-specific experience and improving worker performance; however, the moti-


vation for efficiency wages – that higher compensation improves worker productivity when


effort is imperfectly observable – presents a challenge for disentangling potential mechanisms.


In the absence of a direct measure of worker productivity, I rule out several competing ex-


planations. First, although residents become more positively selected following minimum


wage increases, changes in observable patient characteristics cannot account for most of the


health improvements. Second, findings are not driven by low-performing firms exiting the


market. Third, there is no evidence these improvements are due to changes in the workforce,


as staff demographic characteristics do not change and credentialed nurse employment does


not increase. Combined, these results are consistent with higher minimum wages inducing


better performance among current workers and increasing firm-specific human capital.


These findings provide some of the first empirical evidence on how higher wages can


improve service quality in low-wage settings. The nursing home industry is an important


setting to explore this relationship for several reasons. First, long-term care is a large and


growing sector, accounting for about 10% of Medicaid and Medicare expenditures. Patients


have imperfect information about the quality of care at the time of admission, as health


conditions develop over time and require expertise to diagnose. In addition, stakeholders


have expressed concerns about the quality of care for at least 60 years (Castle and Ferguson,


2010; Institute of Medicine, 1986) and the federal government has responded in part by


requiring routine inspections and patient assessments. The data from these requirements


provide objective staffing, health inspection, and health measures that are comparable across


facilities and cover the near universe of nursing homes from 1991 through 2017.


This paper makes several contributions to the existing literature. First, an extensive lit-


erature finds that higher statutory minimum wages increase earnings, with a typical earnings


elasticity for affected groups of approximately 0.2 (for summaries, see CBO, 2019, Wascher
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and Neumark (2007), and Schmitt (2013)). Employment effects center on zero (Belman and


Wolfson, 2014; Doucouliagos and Stanley, 2009) but vary across specifications – especially


with the use of geographic controls (Card and Krueger, 1994; Dube et al., 2010, 2016; Al-


legretto et al., 2017; Neumark and Wascher, 1992; Neumark et al., 2014), the population


studied, and the time period examined (Cengiz et al., 2019). The previous research focuses


on the retail and food services industries, and I extend the literature by focusing on a differ-


ent setting (low-wage healthcare support) and a time period with substate minimum wage


variation. Consistent with much of the previous work, results indicate modest minimum


wage increases raise low-wage workers’ earnings without significantly reducing employment.


Second, a smaller literature examines the effects of minimum wages on consumer well-


being. Existing work focuses on consumer prices (Draca et al., 2011; Harasztosi and Lindner,


2019; Aaronson et al., 2008; Allegretto and Reich, 2018), and this paper provides some of the


first empirical evidence of how higher minimum wages affects consumer well-being on non-


financial dimensions. One notable exception is Giupponi and Machin (2018), who examine


a single national minimum wage reform in the UK and find higher minimum wages increase


the number of nursing home inspection violations. An important difference is that British


nursing homes have limited ability to increase prices, whereas in the US, some of the largest


improvements occur in facilities that are located in states where Medicaid reimbursement


incorporates staffing costs, namely the facilities that are most able to adjust revenue in


response to higher wages. More generally, my findings are consistent with work showing


that higher public-sector wages improve service quality, measured by hospital deaths in the


context of hospital employees (Propper and Van Reenen, 2010) and student test scores for


teachers (Britton and Propper, 2016).


Third, this paper relates to personnel policies in the long-term care sector. The previous


work in this area finds that increased staffing due to changes in regulations and macroe-


conomic conditions reduces mortality and the number of inspection violations (Chen and


Grabowski, 2015; Matsudaira, 2014; Park and Stearns, 2009; Antwi and Bowblis, 2018;


Stevens et al., 2015) but has mixed effects on other measures of patient health (Matsudaira,
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2014; Chen and Grabowski, 2015; Bowblis, 2011; Park and Stearns, 2009). Other work


finds unionization decreases staffing levels without worsening patient outcomes, indicating


labor market policies can alter worker productivity (Sojourner et al., 2015). Greater revenue


driven by reimbursement policies also benefits patients by increasing skilled nursing care


(Hackmann, 2019). This paper complements the existing literature by examining a policy –


minimum wages – that has not been fully explored in previous work. While Cawley et al.


(2006) find that higher minimum wages reduce physical restraints and increase psychotropic


medications, my analyses leverage minimum wage variation within narrow geographic ar-


eas over a longer time horizon. Compared to similarly-priced staffing requirements, higher


wages generate improvements at least as large, and these wage policies confer benefits net


of existing regulations and economic conditions.


The remainder of this paper proceeds as follows. Section 2 describes the nursing home


industry. Section 3 overviews the data and cross-county border pair empirical approach, with


the Appendix providing greater detail. Section 4 presents results for workers, consumers,


and firms, and Section 5 concludes. Supplemental appendices provide additional results.


2 Institutional setting: Nursing homes


Approximately 1.4 million residents receive around-the-clock nursing care in about 15,600


nursing homes (also called nursing facilities).1 Most residents are elderly and require as-


sistance with activities of daily living (ADL), such as eating, bathing, dressing, mobility,


and toileting. Most facilities operate at or near capacity, but the supply of nursing home


services is relatively inelastic at both the facility and aggregate level as most states restrict


construction and limit the number of beds in each facility (HHS, 2015).2


1Approximately 92% of certified nursing facilities are dually certified as skilled nursing


facilities (SNF) (HHS, 2015) and are able to receive both Medicaid and Medicare reimburse-


ment. Medicare covers up to 100 days of SNF care after hospital discharge.
2In 2016, the median occupancy rate was 85%, and 15% of facilities exceeded 95% capac-


ity. Due to intake processes and limits on discharging residents many facilities would reach


capacity if they accepted all applicants (Gandhi, 2020).
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Government insurance programs finance most nursing home stays: 62% of residents have


Medicaid and 14% have Medicare coverage. Reimbursement rates for both Medicaid and


Medicare are set by expected patient costs, with Medicare rates determined by each resident’s


service needs and a local cost-of-living adjustment and Medicaid rates set by state-specific


payment structures. The remaining residents (private payors) who pay out of pocket incur


costs at market rates – typically about 30% more than Medicaid rates (Appendix Table A1)


– may be especially beneficial for firms’ revenue (Gertler, 1989).


Nursing homes are labor-intensive enterprises. About 40% of the industry’s 1.6 million


employees work in healthcare support roles as nursing assistants. Nursing assistants’ du-


ties – such as recording vital signs, monitoring health, administering medical treatments,


assisting with ADLs, and building relationships with patients – directly affect patient health


and longevity (ONET, 2018). The typical healthcare support worker in the long-term care


industry received about $13 an hour at the end of the analysis period, a wage comparable


to that in other low-pay sectors (BLS, 2019). Turnover is also high in this industry: at least


62% of nursing assistants change employers each year, with most job transitions occurring


among nursing homes (Berridge et al., 2018; Gandhi et al., 2021).


Appendix Table A2 situates nursing homes in the minimum wage literature by comparing


wages and demographic characteristics of nursing staff with those of food service and retail


workers. Nursing assistants earn higher wages than restaurant workers but amounts similar


to those of retail workers, while licensed nursing staff – LPNs and RNs – are paid more than


the typical private sector worker. Therefore, while minimum wage increases likely only affect


the labor market for nursing assistants, changes in LPN and RN employment provide placebo


tests to ensure the empirical design is not simply capturing economy-wide wage increases.3


3 Data and empirical framework


3Workers affected by a 10% minimum wage increase are calculated as the fraction of


workers up to 115% of the new minimum (Dube et al., 2019).
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3.1 Data: Worker earnings and employment


Several datasets provide information on how minimum wages affect nursing home employ-


ment, earnings, and turnover. First, the Centers for Medicare and Medicaid (CMS) Online


Survey Certification and Reporting and Certification and Survey Provider Enhanced Report-


ing (OSCAR/CASPER) system report staffing in full-time-equivalent workers (1991-2017)


and hours per resident per day (2000-2016) by occupation in each facility on an annual basis.


Second, the California Office of Statewide Healthcare Planning and Development (OSHPD)


data includes annual payroll and turnover by occupation for all California facilities for years


2003-2017. I supplement this facility-level information with quarterly county-level data on


employment, earnings, and turnover from the Quarterly Workforce Indicators (QWI). Since


low-wage nursing home staff are overwhelmingly female and have low levels of educational


attainment (Appendix Table A2), the QWI analyses focus on female employees with no more


than a high school education working in nursing home facilities.


Additional earnings information comes from household surveys, the Current Population


Survey Outgoing Rotation Group (CPS-ORG) for years 1991-2017 and American Commu-


nity Survey (ACS) for years 2000-2017. Both datasets include demographic, industry, and


occupation information. The CPS-ORG data reports the state of residence and some coun-


ties and metropolitan areas on a monthly basis, whereas the ACS data provide respondents’


Public-Use Microdata Area (PUMA) residence on an annual basis.


3.2 Data: Resident safety and health outcomes


Long-standing concern about the quality of care provided in nursing home settings has


resulted in federally-required annual health inspections and quarterly patient assessments


(Castle and Ferguson, 2010; Institute of Medicine, 1986). Both inspection and assessment


information are published by CMS as part of the Nursing Home Compare (NHC) database.


Health inspection violations and resident safety: Independent state staff conduct


unannounced annual health inspections at each nursing home. These inspections involve


facility observations and interviews with staff, patients, and families to determine the quality


and frequency of care. Facilities that perform poorly on inspections are subject to fines and
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denials of payment until the issues are corrected, and may be forced to close in the most


extreme cases. These penalties therefore provide a minimum quality threshold that firms


must satisfy in order to operate.


Inspection violations are common in nursing homes: nearly all (96%) facilities have at


least 1 violation each year, and the typical facility has 5. Yet most citations are not consid-


ered severe, only 1/3 represent high-risk conditions that actively endanger or harm residents.


The NHC data report the type, severity, and scope of each violation a facility has received


since 1998, as well as the inspection date.4 I focus on the subset of violations most closely


associated with nursing responsibilities (Chen and Grabowski, 2015; Harrington et al., 2000;


Matsudaira, 2014; Antwi and Bowblis, 2018).5 For these “quality of care” violations, I ex-


amine the number of violations; the number of severe violations; and an index incorporating


the number, severity, and scope of such violations.6


Resident health: Nursing homes report resident health conditions to CMS each quarter


that are published in the NHC data. These Quality Measures (QM) include several condi-


tions that are related to nursing care, including pressure ulcers (pressure sores or bed sores),


urinary tract infections (UTIs), physical restraints, and psychotropic medications.7 Addi-


tional resident information, such as demographics, payment source, and care needs, is derived


from the Minimum Data Set and reported annually for each facility through LTCFocus.


Mortality: Health inspections and patient health provide measures of customer well-


being, but both have shortcomings: inspections are prone to inspector oversight and health


4The Data Appendix provides narrative excerpts that illustrate the nature of the inspec-


tion process and the environments that trigger violations.
5“Quality of care” violations include assessment, quality of care, nursing, dietary, physi-


cian, rehabilitative services, dental, and pharmacy infractions (Harrington et al., 2000).
6The index for facility f at time t adds the scope/severity points for each violation vft with


severity, sev, and scope sc: vft =
∑


sc∈SC
∑


sev∈SEV vsc,sev,f,t and standardizes by zfy =
vfy−v
σv


where v is the grand mean and σv is the corresponding standard deviation.
7The assessment data covers the 2005-17 period for all outcomes except for psychotropic


medications (which were introduced in 2011) in order to minimize definitional changes.
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conditions are reported by facility employees. Mortality, in contrast, is well measured and


not subject to these concerns. In addition, mortality is relatively high among nursing home


residents: about 1/3 die within a year of admittance, 3 times the rate for the population ages


85 and older (Flacker and Kiely, 2003). I calculate quarterly county age-adjusted nursing


home death rates with data from Vital Statistics microdata, which includes each individual’s


age and place of death.8


3.3 Data: Facility profits


Nursing facilities that serve Medicare recipients are required to submit annual financial data


to CMS.9 These data include annual reported total costs, per-resident revenue, Medicare care


needs (a measure of Medicare reimbursement), and total net income for years 1996-2017.


3.4 Empirical framework


Minimum wage changes are regionally clustered, with higher minimums concentrated in


western and northeast states, and more recently urban areas. Standard two-way fixed effects


(TWFE) approaches that estimate the effect of higher minimum wages with state and time


fixed effects require that changes in the minimum wage are uncorrelated with outcomes – in


this setting, nursing home staffing and resident health – in all counties across the country.


Over the analysis period, however, both employment growth and the elderly population


– potential nursing home clients – have varied substantially across regions. For example,


between 1991-2017, employment grew more than 12% in Nevada, but increased by less than


10% in states like West Virginia and New York. Over the same period, the elderly population


more than doubled in states like Arizona and Nevada, but increased by less than 30% in


8The age adjustment accounts for the aging of the population over the analysis period and


is given by mct =
∑85+


a=65
deathscat
popcat


∗ popa,jul2000∑85+
k=65 popk,jul2000


where deathscat is the number of deaths


in nursing homes in county c among those aged a in quarter t. popcat is the number of


individuals aged a in each county. The second term is the national fraction of individuals


age a in July 2000, top-coded at age 85 in the population data.
9These data are available only for Medicare-certified SNFs, and facilities that serve few


Medicare patients may submit an abbreviated form that does not include all information.


9







states like Iowa and North Dakota. The standard TWFE approach with state and year fixed


effects does not fully account for this regional heterogeneity.


Within smaller geographical areas, employment, aging, and nursing home characteristics


are more similar but there is still substantial variation in the minimum wage due to reforms


at the state — and more recently substate — level. This variation in minimum wages within


narrow geographic areas permits an extension of the standard TWFE approach that limits


comparisons to facilities in two neighboring counties in a cross-border, “county pairs” two-


way fixed effects (CBCP-TWFE) design. Intuitively, the CBCP-TWFE approach examines


changes in patient outcomes within a facility that experienced a minimum wage increase


to changes in facilities in a neighboring county that did not experience such an increase.


This approach, pioneered by Card and Krueger (1994) and generalized by Dube et al. (2010)


and Dube et al. (2016), incorporates county pair-specific time fixed effects, which flexibly


captures changes in local economic, population, and unobservable patterns that pertain to


both counties within a pair without functional form assumptions. Accordingly, the CBCP-


TWFE design is less likely to conflate broader regional differences in employment and an


aging population with changes in the minimum wage.


The CBCP sample includes the subset of establishments where a neighboring jurisdiction


faced a different minimum wage at any point over the analysis period, including facilities in


two states that straddle a state border (Illinois and Indiana), a county border within a state


(Cook and DuPage County, IL), and cities bordering a county with a different minimum


(Seattle and adjacent Snohomish County).10 Importantly, minimum wages vary within nar-


row geographic areas due to federal, state, county, or city action and this spatial variation


has increased over time.11 Figure 1 maps the geographic variation from 2002-17, with darker


shades corresponding to larger cross-border gaps. In the late 1990s and early 2000s, minimum


wage variation was concentrated on the east and west coasts; by the 2010s, approximately


10County borders are coterminous with state lines: no county is located in multiple states.
11Federal contractors are subject to a $10.10 minimum wage as of 2015. Matching facility


addresses to procurement data identifies about 4% of facilities as contractors.
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1/3 of nursing home patients lived in a facility where an adjacent county had a different


minimum wage, including some in the Midwest and the South (Appendix Figure A1). In


total, the county pairs sample includes approximately 7,700 facilities in 1,136 counties that


experienced an average of 7 minimum wage reforms between 1990-2017.12


Table 1 empirically tests how differences in economic, demographic, and nursing home


characteristics compare between the full national sample and the county pairs sample in levels


and trends. For each covariate, I calculate the mean absolute difference between facilities in


each county, c1, and a randomly-selected non-adjacent county in a different state, −c, and


report these differences in in levels (column 1) and long-differences (columns 5 and 9). The


corresponding mean absolute difference for the county pair sample – between facilities in


county c1 and neighboring county c2 – is reported in columns 2, 6, and 10. Columns 3, 7,


and 11 report the difference between the non-adjacent and county-pair samples, scaled by


the gap in the county pair difference in columns 4, 8, and 12.


For all covariates in levels and changes, the within-county-pair difference in columns 2,


6, and 10 is smaller than the non-contiguous gap, illustrating that facilities in neighboring


jurisdictions have more comparable economic, demographic, and facility characteristics that


evolve more similarly than those in non-neighboring counties. These patterns support fa-


voring the CBCP-TWFE approach over a simpler TWFE design. Nonetheless, even though


the gaps within the county pairs sample are attenuated, significant differences continue to


exist. Therefore, in order to further account for differences in economic conditions and the


composition of the elderly population, my preferred specifications control for time-varying


resident demographics, economic conditions, and local policies targeted to low-wage workers.


Moreover, event study analyses provide a separate exercise that supports the validity of the


CBCP-TWFE approach in a more flexible framework by indicating that resident character-


istics and health outcomes are not differentially trending in treatment and control counties


12Appendix Table A3 shows the county pair sample is similar to the full universe of nurs-


ing homes in staffing levels per resident, resident demographic characteristics, number and


severity of inspection violations, and patient outcomes.
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within a county pair before a minimum wage increase (Appendix Figure A6).


With the CBCP sample, I examine how minimum wages affect a series of outcomes,


most of which are reported at the facility level (f). The main exceptions are county (c)


based measures of mortality and QWI-based employment. Denoting the level of observation


x ∈ {c, f} as either the county or facility, for each outcome yxpt in facility or county x, in


county border pair p at time t, I estimate


yxpt = βlog(MW )xpt +X
′


xptφ+ γx + γpt + εxst (1)


where log(MW )xpt is the prevailing real minimum wage in the county or facility so that


the coefficient of interest, β, indicates the effect of a 100 log point increase in the minimum


wage.13 X
′
xpt is a vector of controls for the population age structure and business cycle con-


ditions – including the county unemployment rate, state income assistance and tax policies


– in order to account for factors that may affect changes in minimum wages, elderly health,


or nursing home staffing.14 I also present results with and without demographic controls for


nursing home resident race, gender, and payment source in order to examine whether ob-


served changes are exclusively driven by changes in resident composition. γx is a geographic


fixed effect for the county or facility that absorbs all time-invariant characteristics. γpt is a


time fixed effect specific to each county pair that flexibly accounts for features that evolve


over time within two neighboring counties, including labor market conditions and changes


in the share of residents requiring long-term care.15 The inclusion of γpt therefore limits all


comparisons to facilities in neighboring jurisdictions – facilities that tend to be more similar


than those in non-neighboring areas (Table 1).


The pair-specific time fixed effect, γpt, flexibly captures local dynamics within a pair, but


13For county-level analyses when some cities have local minimums, I define the minimum


wage as the highest minimum in the county. Less than 4% of the sample includes city-level


reforms; results are robust to using the average minimum wage in these counties.
14Results are robust to omitting all demographic and policy covariates. At the state level,


the share of Medicaid expenditures on home-based and community services and the average


Medicaid reimbursement rate is also not associated with changes in the minimum wage.
15Standard errors are clustered at the county level.
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this term is not identified for counties that do not straddle a policy discontinuity. Therefore,


while the CBCP-TWFE approach may have advantages in internal validity, whether these


results generalize to all counties is less clear, even though average characteristics of the


CBCP sample are similar to those of the national sample (Appendix Table A3). Appendix A


presents results under a state-by-year TWFE framework leveraging minimum wage variation


across all facilities and counties and comparing outcomes within a Census Division with


Division-by-time fixed effects, γdt, in order to balance considerations of external validity,


while partially accounting for regional heterogeneity (Allegretto et al., 2017):


yxdst = βlog(MW )xdst +X
′


xdstφ+ γx + γdt + εxdst (2)


Results are largely robust to the Census Division TWFE approach, indicating the findings


are not due to the unique experiences of border counties and suggesting that cross-border


spillovers within narrow geographic areas do not drive the main results.16


4 Results


4.1 Workers


Earnings and employment Although U.S. nursing homes are a large low-wage employer,


there is little research examining how minimum wages affect this industry.17 All else equal,


higher wages increase the opportunity cost of unemployment, incentivizing workers to im-


prove performance in order to maintain employment. In addition to a pure effort channel,


higher wages could improve performance by alleviating financial stress and reducing cog-


nitive loads (Mani et al., 2013). Finally, higher wages increase retention by lowering the


arrival rate of better paying job offers. While greater effort, reduced cognitive burdens, and


increased firm-specific human capital are predicted to improve the quality of care consumers


receive, higher minimum wages also increase firms’ labor costs. Therefore, employers may


reduce staffing, leading to worsened quality of care. The net effect on consumer well-being


16Results are also robust to comparing facilities within a Hospital Referral Region (HRR)


(Appendix Table A10, A11, and A13).
17Other work documents the role of minimum wages in the UK nursing home market, see


for example, Giupponi and Machin (2018), Draca et al. (2011), and Machin et al. (2003).
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is ambiguous and depends on the magnitude of the quality and quantity channels.


Table 2 examines how higher minimum wages affect low-wage nursing home employees’


earnings using data from the QWI, OSHPD, CPS, and ACS described in Section 3. Column


1 reports an earnings elasticity with respect to the minimum wage among female high school-


educated nursing home staff of 0.12 using the county-quarterly measure of average earnings


from the QWI and the county-level CBCP-TWFE framework in Equation 1. This estimate


is similar to the estimated elasticity among nursing assistants (column 2) using facility-level


data for the set of California local reforms. Columns 3-5 report results using the household


surveys. Since granular geographic information is not available for every respondent, each


column reports results using the framework in Equation 2, where the geographic fixed effect


γx is at the state level for CPS analyses and at the PUMA level for the ACS analyses, and


the time fixed effect γpt is Census Division-specific in order to restrict comparisons to workers


in a single Division. Across all specifications and datasets, a 10% increase in the minimum


wages increases nursing assistants’ earnings by 1.1-3.4%. Appendix Table A4 examines


earning responses among higher-wage nursing staff and shows some slight reductions in LPN


pay only in the CPS analysis. Importantly, the lack of earnings gains for credentialed staff


indicates the results in Table 2 are not simply capturing economy-wide wage increases.


Table 3 reports corresponding employment elasticities and shows no significant reduc-


tion in low-wage employment in either the county-quarterly QWI data (column 1) or OS-


CAR/CASPER payroll data (columns 2-7). If anything, columns 4-7 suggest a slight increase


in the number of full-time equivalent nursing assistants, driven by workers who typically work


fewer than 35 hours a week.18 In addition, there is no significant shift towards higher-wage


nursing staff (Appendix Table A5). The shift towards part-time workers could reflect em-


ployers responding to higher wage rates by reducing expenditures on non-wage compensation


(Clemens, 2021). Available data lack comprehensive compensation information, but many


elements of non-wage benefits vary by full- and part-time status. For example, part-time


18Part-time is defined as usually working fewer than 35 hours a week; therefore, the full/


part-time distinction does not capture all intensive margin responses.
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nursing assistants have lower access to employer-sponsored health insurance than full-time


staff and conditional on access, lower participation rates (CDC, 2004). Although specu-


lative, the results in Table 3 are consistent with employers shifting towards workers that


require lower total compensation. Altogether, the lack of a significant disemployment effect


among nursing assistants is consistent with findings in other low-wage sectors (Belman and


Wolfson, 2014; Doucouliagos and Stanley, 2009) and predicts improvements in care when


the minimum wage increases.19


Employee retention and turnover Both employment levels and flows may affect ser-


vice quality. Increased retention is expected to benefit residents by improving the continuity


of care and benefit firms by lowering hiring and training costs. Empirically, high turnover in


nursing homes is associated with poor patient health and more inspection violations (Castle


et al., 2007; Gandhi et al., 2021; Antwi and Bowblis, 2018).


Table 4 examines how turnover among low-wage employees changes in response to min-


imum wages using data from the QWI and OSPHD.20 Quarterly turnover does not signifi-


cantly change at the county level, measured with the QWI (column 1). Column 2 indicates a


10% increase in the minimum wage reduces annual turnover among nursing assistants in Cal-


ifornia facilities by about 3%, larger and more precisely estimated than the results in column


1.21 Columns 3 and 4 disaggregate quarterly separations into stable hires – new hires who


remain with the same employer for at least 3 months and separations, respectively. While


stable hires increase, separations fall by a magnitude similar to that found among teenagers


19Appendix Figure A2 shows nursing home earnings and employment responses are com-


parable to other low-pay settings in the existing literature. Appendix Table A6 shows results


are not sensitive to the CBCP-TWFE approach.
20Appendix Table A7 shows corresponding results for college-educated workers.
21The quarterly turnover rate for these California counties over the 2003-17 period is about


22% lower than for the national sample over the full 2000-17 period in the QWI data. The


larger reduction in California counties could indicate differences in substate vs. state and


federal reforms or cross-state differences in the responsiveness of worker retention. The QWI


analyses lack sufficient statistical power to fully distinguish among these explanations.


15







and restaurant workers (Dube et al., 2016; Portugal and Cardoso, 2006; Brochu and Green,


2013). Broadly, these patterns are consistent with dynamic monopsony models where higher


wages enable firms to fill vacancies and increase worker retention.


Worker types Higher potential earnings could enhance productivity by increasing worker


effort or prompting new workers to enter the labor market (Shapiro and Stiglitz, 1984). Ap-


pendix Table A8 disentangles these channels by examining whether higher wages change the


demographic characteristics of nursing assistants and shows no economically or statistically


significant change in nativity, race/ethnicity, gender, educational attainment, or household


characteristics. These null effects, combined with the turnover results in Table 4 indicate


that changes in patient outcomes are more likely due to enhanced firm-specific human capital


or performance, rather than the types of people employed in healthcare support occupations.


4.2 Consumers


Since higher minimum wages increase nursing assistant earnings, reduce turnover, and do not


significantly reduce employment or change worker characteristics, service quality is expected


to improve. Unlike most industries where the lack of objective quality measures presents


an empirical challenge for examining this relationship, several dimensions of quality are


systematically reported for nursing homes.


4.2.1 Patient safety


Federally-required annual health inspection reports measure patient safety and the suitability


of the living environment. Table 5 shows how higher wages affect the number and severity


of “quality of care” violations – infractions that are most closely associated with nursing


care. Column 1 shows that higher wages reduce violations: a 10% minimum wage increase


reduces the likelihood a facility has any quality of care violation by 0.6 percentage points


(0.7%) and the number of such violations by about 0.08 (2%). These overall improvements,


measured as improvements in the violation index, are driven by minor infractions: there is


no significant change in prevalence and number of severe violations.22


22Results for all violations indicate a smaller reduction in total violations and a worsening


of severe violations, indicating any improvements are driven by conditions related to nursing
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These findings provide some of the first empirical evidence on how higher wages affect


service provision in the US context. In a working paper, Giupponi and Machin (2018)


examine a similar outcome in the context of a national minimum wage increase in the UK


and find inspection reports worsened when the minimum wage rose. The different findings


in the US and UK suggest that other institutions may shape this relationship. One such


candidate is difference in rating systems: British inspectors rate each facility on 5 summary


metrics, whereas US inspectors quantify the number of violations in more than 200 categories


and include infractions that are not severely presenting active risks. Another possibility is


differences in the ability to adjust prices when labor costs rise. British firms cannot alter


their fees in response to staffing costs, whereas US firms are more able to adjust revenue


even though a large share of revenue is determined through Medicare and Medicaid schedules.


For example, about 2/3 of states incorporate staffing costs in their Medicaid reimbursement


schedules and firms can offset higher labor costs by charging private-paying consumers higher


prices. Section 4.4 examines this hypothesis directly and finds evidence that other outcomes


– patient health and mortality – improve in facilities that are most able to adjust revenue.23


More generally, the negative relationship between worker wages and inspection violations


is consistent with other work showing that greater staffing resources improve patient safety.


The results in Table 5 suggest higher minimum wages are at least as cost efficient as non-


wage strategies to increase staffing, and are comparable to modest increases in employee


retention. For example, a 10% minimum wage increase is similar to increasing nursing


assistant care by an hour per resident (44%) (Bowblis and Roberts, 2020; Harrington et al.,


2000), a 1 percentage point reduction in nursing staff turnover (Antwi and Bowblis, 2018), a


4 percentage point increase in the unemployment rate (Huang and Bowblis, 2018), or about


care (Appendix Table A9).
23In addition, the one-year period surrounding a national-level minimum wage reform in


Giupponi and Machin (2018) precludes fully accounting for changes in inspection routines


that coincided with the minimum wage, whereas my analysis covers 20 years of reforms that


affected facilities at different times.
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1/3 of the safety improvements from raising Medicare rates by 20% (Konetzka et al., 2004).


4.2.2 Resident health outcomes


Inspection violations offer insights into a facility’s environment but provide only indirect in-


formation on resident health. The Quality Measures from patient assessments provide direct


information on adverse health conditions that are likely associated with nursing care, such as


pressure ulcers, urinary tract infections, physical restraints, and psychotropic medications.


Moderate-to-severe pressure ulcers, although largely preventable with routine mobility


and monitoring, affect more than 8% of nursing home residents. Since nursing assistants


help residents with mobility and monitor patient health, better care is expected to reduce


the prevalence of pressure ulcers. Consistent with this hypothesis, Table 6 column 1 shows


that raising the minimum wage by 10% reduces the share of residents with pressure ulcers


by 0.14 percentage points, about 1,900 fewer cases each quarter. This result is robust to


including resident demographic characteristics, indicating that the reduction is not due to


facilities admitting more low-risk patients (column 2).


UTIs are the most common bacterial-related cause of hospitalization among long-term


care residents, and are commonly caused by indwelling catheters. Nursing assistants admin-


ister and monitor these devices, and can affect the prevalence of UTIs by promptly removing


catheters or reducing their use (CDC, 2009; ONET, 2018). Columns 3-4 show that higher


minimum wages do not significantly change the share of residents with infections, but point


estimates suggest a small reduction.


Nursing homes may also adjust the use of physical restraints in response to higher labor


costs but the direction of this relationship is ambiguous. If restraints require staff attention


or assembly, higher wages may increase the use of such devices (Grabowski et al., 2011), but


by restricting movement, greater nursing resources should reduce the use of these devices


(Cawley et al., 2006). Columns 5-6 shows a weak negative relationship between minimum


wages and physical restraints, consistent with other work finding more nursing resources and


additional staff reduce restraint use (Cawley et al., 2006; Grabowski et al., 2011).


Higher-quality care is also expected to reduce the fraction of residents receiving psy-


18







chotropic medications, sedating drugs that affect cognition and behavior. While previ-


ous work has found additional licensed nurses are associated with lower anti-psychotic use


(Grabowski et al., 2011), columns 7-8 indicate that higher minimum wages do not reduce


the use of psychotropic medications, and point estimates suggest a meaningful increase.


Finally, columns 9-10 combine pressure ulcers, UTIs, and physical restraints in a stan-


dardized “poor health” index, where a value of 1 indicates health worsens by one standard


deviation. This summary measure indicates a 10% minimum wage increase improves patient


health by 0.02 standard deviations.


These results indicate that modest minimum wage increases yield meaningful improve-


ments in health conditions that result from nursing care. As pressure ulcers are largely


preventable, but expensive to treat, much of the existing work has focused on this outcome.


Comparing the results in Table 6 with the previous literature indicates higher minimum wages


improve health somewhat more than other policies. For example, staffing requirements and


unionization have no effect on pressure sores prevalence (Matsudaira, 2014; Sojourner et al.,


2015), and a 10% increase in the minimum wage is approximately equivalent to a more ex-


treme reform that doubles RN care (Konetzka et al., 2008; Dorr et al., 2005). The reductions


in pressure ulcers from higher wages are also sizable relative to improvements stemming from


business cycle fluctuations. For example, a 10% minimum wage increase is comparable to a


1.2 percentage point increase in the local unemployment rate (Huang and Bowblis, 2018) or


a 2.6 percentage point (3-4%) reduction in worker turnover (Antwi and Bowblis, 2018).


4.2.3 Mortality


Nursing home resident mortality complements the previous analyses by considering an out-


come that is not prone to inspector oversight or assessment measurement error. In addition,


mortality is an unambiguous measure of health that captures dimensions of resident well-


being not accounted for by pressure ulcers, violations, or infections.24 Previous work has


shown that higher staffing levels reduce nursing home mortality (Stevens et al., 2015), but


24The combination of violations, pressure ulcers, and UTIs predicts about 7% of the vari-


ation in nursing home mortality.
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there is limited evidence on how wage policies affect resident longevity.


Table 7 examines the relationship between higher minimum wages and the age-adjusted


elderly mortality rate by place of death. A 10% increase in the minimum wage reduces


overall mortality by 0.7% (column 1), or 0.5% accounting for demographic changes in nursing


home residents (column 2). This overall increase in longevity is driven by lower mortality


in nursing homes. A 10% increase in the minimum wage reduces deaths in nursing homes


by 3.2%, or 3.1% controlling for changes in resident demographics (columns 3-4). These


estimates suggest that an across-the-board 10% increase in each county’s minimum wage


would have prevented approximately 15,000 deaths in 2013. Higher minimum wages also


reduce mortality among the eldest nursing home residents – those ages 75+ or 85+ for


whom selection into nursing homes is less of a concern than for younger residents (Appendix


Table A12).25 In contrast, there is no significant relationship between minimum wages and


elderly mortality rates outside of nursing homes (columns 5-6), including deaths in hospitals


that may occur when residents are transferred from facilities to hospitals (columns 7-8).


Accounting for the modest costs of minimum wage increases, these mortality reductions


are somewhat larger than the estimated effects of other changes in the nursing home work-


force. For example, a 10% minimum wage increase (a 1-2% increase in nursing assistant


pay) generates improvements similar to a 6.4% increase in staffing (Tong, 2011) or a 0.66


percentage point increase in the unemployment rate (Stevens et al., 2015). Put another


way, the 2007-09 increase in the federal minimum wage had approximately half the effect on


elderly mortality as the change in unemployment during the Great Recession.


4.3 Dynamic responses


The TWFE analyses show the contemporaneous effect of minimum wage increases. If safety


measures take time to implement or health outcomes indicate routine patterns of care, the


longer-term effect will be larger than the immediate effect (Goodman-Bacon, 2021). On the


other hand, the TWFE approach misses any anticipation effects that arise if firms adjust


25Appendix Table A12 also shows a decrease in the facility-level mortality rate among


California facilities (column 1).
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wage schedules before the implementation date. More generally, a causal interpretation of


the TWFE results requires that within a county pair, minimum wage timing is uncorrelated


with factors affecting elderly health, conditional on covariates. Event study analyses can


shed light on the plausibility of the parallel trends identifying assumption within a county


pair and illustrate the treatment effect dynamics.


Minimum wages frequently change in both counties within each county pair. Therefore,


to fix a “pre-treatment” period, the event study sample focuses on reforms that increase the


within-pair minimum wage gap by at least 5 log points and do not follow another change


that is greater than 0.5 log points in the pre-treatment period. These events are the starkest


changes from the status quo and represent 5-8% of all reforms (Appendix Figure A3 shows


the included reforms).26 Events are stacked and scaled by the change in the log wage gap


to account for reforms of different sizes, similar to the approach in Finkelstein et al. (2016).


Specifically, for outcome yxpt in x ∈ {c, f} at time t, the event studies estimate:


yxpt =
16∑


j=−16


κi1{γxt = j} ∗ 1{∆log(MW )cpj=0 > ∆log(MW )(−c)pj=0}∗


(
∆log(MW )cpj=0 −∆log(MW )(−c)pj=0


)
+X ‘


xptφ+ γpt + γx + γj=0 + εxpt


(3)


where 1{γxt = j} is an indicator function for each quarter in event time j, interacted with


an indicator for the “treatment” facilities (1{∆log(MW )cpj=0 > ∆log(MW )(−c)pj=0}) in


which the minimum wage increased more than the neighboring county, and scaled by the


within-pair log wage gap change
(
∆log(MW )cpj=0 −∆log(MW )(−c)pj=0


)
. X ‘


xpt, γpt, and γx


are defined as in the TWFE specification (Equation 1).


Figure 2 presents event study plots showing how the number of quality of care violations


(panel a), the prevalence of pressure ulcers (b) and UTIs (c), and nursing home mortality


(d) evolve following minimum wage reforms with the solid line showing results from a linear


26As is standard in the minimum wage literature, placing restrictions on the preceding


period without minimum wage changes is necessary in order to plot pre-trends (e.g. Cen-


giz et al. (2019)). Relying on a longer pre-treatment period or a different within-pair gap


threshold yields qualitatively similar short-term results. The sample of minimum wage re-


forms varies across outcomes due to the years covered in the data.


21







spline with kink points every 4 quarters. Appendix Figures A5-A6 show corresponding


analyses for annual employment patterns and resident demographics.


Crucially, Figure 2 shows pre-reform trends are economically and statistically insignificant


across all outcomes, indicating that the TWFE estimates do not simply reflect correlations


between longer-term trends in elderly health and prevailing wages. Point estimates suggest


violations fall 2-4 quarters after a higher minimum wage is implemented (panel a), but


confidence intervals cannot rule out a null effect. The effect is more pronounced, immediate,


and persistent for pressure ulcers (b), whereas the reduction in UTIs is concentrated about


2 quarters after the wage becomes effective (c). Finally, mortality begins to decrease about


4-5 quarters after the wage hike and persists over the following 3 years, both for the full


elderly population (d) and the eldest individuals (Appendix Figure A4). These improvements


in relative conditions in areas experiencing a wage increase are not due to deteriorating


conditions in neighboring counties: the event time coefficients for the “control” jurisdictions


are small in magnitude and statistically insignificant before and after the wage gap increases.


The timing of patient health changes is consistent with how each outcome develops: in-


spection citations may reflect longer-standing environmental features, UTIs and pressure


sores develop within days or months, whereas cumulative health drives mortality. Appendix


Figure A5 explores whether these dynamics track employment patterns and shows no signifi-


cant change in nursing assistant staffing 4 years before through 5 years after a wage increase.


Together, these patterns suggest that the health improvements observed in Figure 2 are not


driven by greater direct care staff time or substitution towards licensed nursing staff.


4.4 Patient composition


The main TWFE specifications control for resident demographics in order to avoid confound-


ing changes in patient outcomes with underlying risk factors. Although results are similar


when excluding these controls, any change in the types of individuals that have access to


long-term care has social welfare implications.


The revenue structure of nursing homes suggests that increases in the minimum wage


may incentivize firms to change resident composition since residents who pay from their own
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resources typically pay higher prices than those with insurance coverage through Medicaid.27


Although facilities cannot legally discriminate based on payment source, they can turn away


patients with care needs they cannot meet. Therefore, when demand among private payors


increases or occupancy approaches capacity, facilities have incentives to discharge Medicaid


recipients or selectively admit residents in order to increase revenue (Gandhi, 2020; Hack-


mann and Pohl, 2018).28 In a similar spirit, facilities could increase transfers to hospitals in


order to receive Medicare rates when patients are readmitted to the facility. However, Table


8 columns 1-3 show no economically or statistically significant change in discharge, occu-


pancy, or hospital admission rates. These patterns are consistent with the legal environment


and inconsistent with “churning” patients to maximize revenue.


Facilities nonetheless have ample scope to adjust their resident mix without changing


discharge practices as more than one-third of nursing home beds open each year due to ei-


ther death or discharge. Table 8 shows higher minimum wages shift resident composition


towards higher-revenue residents: a 10% minimum wage increase reduces the share of Med-


icaid residents by 0.5% (0.23 percentage points, column 4), increases the share of private


payors by a similar amount (column 5) and slightly increases the Medicare share (column


6). Appendix Figure A6 illustrates this compositional shift in the Medicaid share occurs 2-3


years after the wage increase, timing that is consistent with firms shifting admissions, rather


than discharging current residents.


Facilities may also increase revenue on the intensive margin from Medicare and private


payors by determining these residents require greater services. Evidence on this margin is


somewhat mixed. Although facilities report higher average care needs among all residents


(Table 8, columns 7-8),29 these shifts are not driven by changes in revenue per Medicare


27Stays financed by Medicare that yield revenue that is generally higher than Medicaid,


but limited to 100 days.
28The number of Medicaid and Medicare residents is capped at the number of beds that


are certified by CMS, but a certified bed can also be occupied by a private payor. All beds


are certified in more than 94% of facilities.
29These indices are computed from the number of ADLs residents require assistance with
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beneficiary (columns 9-10).


Appendix Table A14 examines other resident characteristics that might be correlated


with health outcomes. Columns 1-6 report objective characteristics; columns 7-11 show


care needs that may be affected by assessor judgment. Results are mixed for both sets of


characteristics. On some dimensions, higher minimum wages lead to advantageous selection,


with fewer residents experiencing obesity, hypertension, or difficulty walking. By other


measures – schizophrenia and incontinence – higher minimum wages increase the care need


mix.


Two bounding exercises explore whether these changes in patient composition can explain


improved health and safety. First, I define predicted outcomes ŷxt as predicted values from


all two-way interactions of patient characteristics and replace actual health and safety out-


comes in the main analysis with these predicted values. Appendix Table A15 odd-numbered


columns show predicted changes due only to objective characteristics (Appendix Table A14,


columns 1-6). Even-numbered columns show predicted changes based on all resident charac-


teristics in Appendix Table A14 and ADL needs from Table 8. The row “% main effect from”


indicates changes in objective patient demographics account for 11% of the observed reduc-


tion in health inspection violations (column 1), 0% of pressure ulcer prevalence (column 3),


and would predict increased mortality rates (column 5). Incorporating the more subjective


characteristics suggests patient composition does not explain most of the improvements in


violations, pressure ulcers, or mortality.


Second, overall elderly mortality is a lower bound on the effect of higher minimum wages


on mortality among the nursing home-eligible population (Table 7, column 1). By this


estimate, a 10% increase in the minimum wage reduces the overall elderly mortality rate by


0.5-0.7%, about 16-21% of the reduction of nursing home deaths. Since elderly mortality


outside of nursing homes does not increase (columns 5-8), higher minimum wages do not


worsen outcomes for those outside nursing facilities, at least on this margin.


(column 7) or ADLs plus therapeutic and rehabilitative services (column 8).
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4.5 Heterogeneity and robustness


The local market structure and provider type may determine how higher wages affect staffing


and performance. Appendix Tables A16-A17 explore whether average effects mask hetero-


geneous responses by interacting the minimum wage with whether an establishment has an


above-average Medicaid share, if it is privately owned, part of a multi-establishment chain,


in a competitive industry, in a state with a minimum staffing requirement, or in a state


where Medicaid reimbursement formulas incorporate labor costs. Employment tends to in-


crease in privately-owned and non-chain facilities, as well as those with wage reimbursement


provisions in Medicaid formulas (Appendix Table A16). While improvements in patient out-


comes generally do not systematically vary with facility characteristics, the improvements


in pressure ulcer incidence and mortality are larger in states where Medicaid reimbursement


schedules incorporate labor costs that enable facilities to pass some wage costs through to


government payors (Appendix Table A17).


The CBCP-TWFE design leverages wage differences between neighboring counties in


order to isolate wage variation that is orthogonal to local labor market conditions. Appendix


Tables A10, A11, and A13 include results for nursing homes in all counties, including facilities


in interior counties, with state and Census division-by-time fixed effects (Equation 2) as well


as variation within a Hospital Referral Region (HRR) in order to allay concerns that the


main results are sensitive to the county-pair design or sample.30 All results are qualitatively


robust to these alternative approaches, as well as specifications that analyze the CBCP-


TWFE approach on county pairs in the same state that experienced substate reforms in


order to account for all unobserved changes in state-level policies.


A separate concern with the county-pair design is that higher minimum wages may spill


over to neighboring counties. The direction and magnitude of such SUTVA violations from


cross-border spillovers is a priori ambiguous (Dube et al., 2010) and can be gleaned by com-


paring outcomes in facilities located in border counties to those in a state’s interior. There


30The HRR sample includes more rural and midwestern counties than the county-pair


sample (Appendix Figure A7).
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is no consistent pattern of within-state differences between border and interior counties: in-


terior counties have larger reductions in pressure ulcers, but border counties have greater


drops in mortality, and the differences in UTIs and violations are not statistically significant.


These mixed results suggest that cross-border spillovers are limited in this setting.


Robustness checks show patient safety and health outcomes are qualitatively unchanged


with sample modifications, including extreme values, unweighted specifications, and omitting


facilities located in hospitals (Appendix Tables A10-A11). In addition, using false-discovery


rate sharpened q-values (Anderson, 2008) rather than conventional p-values continues to


yield significant reductions in violations, ulcers, restraints, and nursing home mortality.


One potential confounding factor is that higher labor costs may cause low-performing


firms to exit the market. As closed facilities do not report outcomes, high exit rates would


overstate the aggregate benefits of higher minimum wages. Appendix Figure A8 displays


an event study plot on all facilities that operate at any point between 1991-2017, where


the dependent variable equals one if the facility operated each year. There is no significant


patterns in industry growth before or after a wage increase, indicating that higher minimum


wages do not lead firms to exit the market.


4.6 Firm costs, revenue, and profitability


Table 9 shows how firms’ costs and revenue change after a minimum wage increase using


annual financial data for the subset of facilities that serve Medicare recipients. Higher


minimum wages increase costs per resident by about 70-90% of the mechanical labor cost


increase from nursing assistant wages alone, or 97-98% of the wage increase for all low-wage


workers (nursing assistants plus maintenance and food preparation staff, column 1). Column


2 indicates firms fully offset these costs by generating greater revenue: a 10% increase in


the minimum wage increases revenue per resident by 0.7%, slightly more than the estimated


costs in column 1. Accordingly, net income does not significantly change (column 3).31


Per-resident revenue can change with either patient composition or amounts received


31Net income is total revenue – including ancillary, outpatient, and clinical services – minus


total costs.
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from each payor type. A 10% minimum wage hike increases the fraction of private payors by


about 0.25 percentage points (1%), but there is no significant change in per-resident revenue


among Medicare recipients at the firm level (Table 8, columns 9-10) or Medicaid recipients


at the state level (Table 9, column 4).32 A back-of-the-envelope decomposition indicates on


average, approximately 75% of the increase in per-resident revenue is due to higher prices


paid by private payors, and 25% is due to facilities serving fewer Medicaid recipients. For a


100-bed facility initially serving the average share (60) of Medicaid residents and 15 private


payors, these estimates imply that a 10% minimum wage increase would reduce the number


of Medicaid recipients by 0.3 and increase prices for private payors by about $5.90 a day.


Table 9 shows that on average, firms are not strictly worse or better off paying higher


wages following modest minimum wage increases. Nonetheless, the ability to re-coup higher


labor costs by increasing consumer prices raises the question of why firms do not unilaterally


increase wages in order to improve services. With imperfect information in either the labor


or the service market, it can be rational for firms to pay low wages and offer relatively low-


quality care. Asymmetric information on wages may arise because of applicants’ search costs


or perceptions that the industry offers low wages. A higher guaranteed wage could induce


workers to enter the nursing home labor market, which in turn could reduce the firm’s


hiring costs. In the product market, even if wages perfectly reflect quality, it is unclear if


prospective residents know or are able to act on facility-specific information, which limits any


potential benefit from firm-specific wage increases. In contrast, if all firms increase wages,


consumers may expect quality at any facility in an area has improved even if they cannot


discern a particular firm’s quality, thereby increasing market-level demand for nursing home


care. Thus, economy-wide wage reforms may be necessary to trigger a demand response that


32Facility-level Medicaid payments are not systematically collected across states over time


and this measure does not capture changes in which residents “spend down” their assets in


order to quality for Medicaid. Information from California, which has cost-based Medicaid


reimbursements, indicates that higher minimum wages increase per-resident revenue from


both Medicaid and private payors without increasing revenue from Medicare residents.
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allows firms to operate without lowering profitability.


5 Conclusion


This paper finds that higher wages for workers translates to better service quality, measured


by improved safety, better health, and reduced mortality for nursing home residents. These


benefits are both statistically significant and economically meaningful. Applying the average


pressure sore treatment costs from the previous literature (Agency for Healthcare Research


& Quality, 2016; Brem et al., 2010) to the point estimates in Table 6 and the estimated


increase in nursing assistant pay suggests that cost savings from pressure sore treatment


alone offset between 20-50% of the increase in staff costs. This simple back-of-the-envelope


calculation implies that wage increases in the nursing home sector fully pay for themselves


if the value of increased longevity for nursing home residents is at least $23,000.33


Accounting for improved service quality enhances the desirability of minimum wages, but


the introduction of a quality margin does not necessarily mean minimum wages are socially


beneficial. Appendix C demonstrates that the social benefits of higher minimum wages are


increasing in the welfare weights of consumers and low-income workers, the ratio of Medicaid


recipients to taxpayers, and the responsiveness of service quality to employee wages.


The results documented in this paper show that higher minimum wages can improve


consumer well-being. While these findings are consistent with recent work documenting that


higher minimum wages increase retail worker productivity without lowering profits (Coviello


et al., 2018), several points are critical when extrapolating to the broader economy. First,


restrictions on the supply of nursing home services and operating regulations create entry


costs that stifle competition in both the labor and product markets. Second, there are few


close substitutes for nursing home care. Therefore, while profits and employment do not


significantly fall in the nursing home industry, these results may not apply to industries


facing greater competitive pressures. With these caveats in mind, the results are of policy


interest in their own right. Governments are major actors in health care provision and


33$23,000 is well below estimates in Murphy and Topel (2006) and Hall and Jones (2007),


as well as willingness to pay measured by annual costs of residential care.
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financing. These costs will increase as the population ages, and the potential to increase


longevity and reduce expenditures on preventable medical care through policies that benefit


workers in this industry has important social welfare and fiscal implications.
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Figure 1: County Pair Log Minimum Wage Differential, by Year
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Notes : Figure shows the maximum difference in inflation-adjusted log minimum wages be-
tween adjacent counties for each two year period in which there is at least one nursing facility
in each county.
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Figure 2: Event Studies, Patient Outcomes


(a) Quality of care violations
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(d) Nursing home mortality
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Notes : Figure shows event studies under the specification in Equation 3. Red circles show
the change in the number of quality of care violations (panel a); prevalence of pressure ulcers
(b), UTIs (c); and log mortality rate (d). Sample is limited to reforms that changed the
within-county-pair log gap by at least 5 log points and for which there were no changes
greater than 0.5 log points in the preceding 10 (panel a), 6 (b-c), or 16 (d) quarters. Solid
line shows trends for a linear spline with each segment 4 quarters in length. All specifications
include controls for county employment rates and the elderly population share; state EITC
parameters, the elderly SSI receipt rate, and TANF caseloads and benefit levels; and county-
pair-quarter and reform period fixed effects. Panels a-c include facility fixed effects; panel
d includes county fixed effects. Shaded areas indicate 95 percent confidence intervals with
robust standard errors clustered at the county level. P-value of test all pre-reform coefficients
for patient outcomes equal zero is: 0.879 (panel a); 0.212 (panel b); 0.634 (panel c); and
0.224 (panel d). Data from OSCAR/CASPER 1998-2017 (panel a) 2005-2017 (panels b-c)
and Vital Statistics 1990-2013.
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Table 1: Nursing Home and Area Characteristics, Differences between County Pairs


(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)


Level 4-quarter change 12-quarter change


%age %age %age
Random County Gap gap Random County Gap gap Random County Gap gap


county pair (2− 1) (3/2) county pair (6− 5) (7/6) county pair (10− 9) (11/10)


% Medicare 0.102*** 0.091*** 0.011*** 12.1 0.067*** 0.065*** 0.002* 3.1 0.083*** 0.082*** 0.002 2.4
(0.002) (0.002) (0.002) (0.001) (0.001) (0.001) (0.001) (0.002) (0.002)


% Medicaid 0.166*** 0.141*** 0.025*** 17.7 0.090*** 0.087*** 0.003*** 3.5 0.116*** 0.112*** 0.005*** 4.5
(0.002) (0.003) (0.002) (0.001) (0.001) (0.001) (0.001) (0.002) (0.001)


% private 0.149*** 0.108*** 0.041*** 38.0 0.076*** 0.074*** 0.002* 2.7 0.095*** 0.092*** 0.003*** 3.3
pay (0.002) (0.002) (0.002) (0.001) (0.001) (0.001) (0.001) (0.002) (0.001)
% white 0.160*** 0.085*** 0.076*** 89.4 0.041*** 0.038*** 0.003*** 7.9 0.056*** 0.052*** 0.005*** 9.6


(0.004) (0.004) (0.003) (0.001) (0.001) (0.001) (0.001) (0.002) (0.001)
% female 0.079*** 0.073*** 0.005*** 6.9 0.052*** 0.050*** 0.002*** 4.0 0.069*** 0.066*** 0.003*** 4.6


(0.001) (0.001) (0.001) (0.000) (0.001) (0.001) (0.001) (0.001) (0.001)
% black 0.155*** 0.065*** 0.090*** 138.5 0.027*** 0.023*** 0.004*** 17.4 0.037*** 0.030*** 0.007*** 23.3


(0.005) (0.005) (0.004) (0.001) (0.002) (0.001) (0.001) (0.002) (0.001)
HHI 1222.95*** 742.62*** 480.32*** 64.7 215.88*** 150.54*** 65.34*** 43.4 252.08*** 170.05*** 82.04*** 48.2


(31.936) (41.991) (30.177) (7.249) (9.390) (5.687) (8.224) (10.781) (6.454)
Average 4.166*** 3.299*** 0.867*** 26.3 1.752*** 1.692*** 0.061*** 3.6 2.530*** 2.429*** 0.101*** 4.2
age (0.043) (0.061) (0.057) (0.025) (0.029) (0.021) (0.035) (0.044) (0.033)
Unemployt 2.432*** 1.488*** 0.944*** 63.4 0.894*** 0.708*** 0.186*** 26.3 1.581*** 1.113*** 0.467*** 42.0
rate (0.033) (0.034) (0.034) (0.008) (0.013) (0.009) (0.016) (0.022) (0.017)
Cty elderly 0.044*** 0.029*** 0.015*** 51.7 0.003*** 0.002*** 0.001*** 50.0 0.006*** 0.005*** 0.002*** 37.1
popn share (0.001) (0.001) (0.001) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)


Notes : Table shows the absolute differences in each characteristic, as well as the 4- and 12-quarter changes, between each county
in the CBCP sample and a randomly-assigned, non-adjacent county in a different state (columns 1, 5, and 9) or its adjacent
county in the border pair (columns 2, 6, 10). Columns 3, 7, and 11 test the difference between the difference between the
non-adjacent county and the border pair. Columns 4, 8, and 12 scale the results in columns 3, 7, and 11 by the contiguous pair
gap. Two-way robust standard errors for each county in the comparison. Population from SEER, county unemployment from
LAUS, and resident demographics from LTC Focus. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 2: Minimum Wages and Low-Wage Employee Earnings


(1) (2) (3) (4) (5)


Log(quarterly Log(annual Log(hourly Log(wkly Log(annual


earnings) earnings) earnings) earnings) earnings)


log(MW) 0.120*** 0.113*** 0.115** 0.195** 0.336**
(0.032) (0.018) (0.045) (0.077) (0.140)


N 23058 45324 23556 23556 51234
DV mean (level) 2079.330 29361.99 12.05 448.90 20117.60


Geo FE ( γx) County Facility State State PUMA
Geo X time FE Cty pair X qtr Census Division X year
Business cycle controls X X X X X
Demographic controls X X X X X
State linear trends X X X
Years 2000-17 2003-17 1991-17 2000-16
Data QWI OSHPD CPS-ORG ACS


Notes : Table shows earnings elasticity with respect to the minimum wages for low-wage


nursing home workers. Column 1 reports results for female employees with no more than a


high school education employed in NAICS sector 6231 at the end of the quarter from the


QWI. Columns 2-5 report earnings for nursing assistants working in nursing homes from


OSHPD (column 2), the CPS-ORG (columns 3-4), and decennial Census and ACS (column


5). log(MW ) is the natural log of the highest minimum wage in county c (column 1), the


local or state minimum wage (column 2), county (for those living in identifiable urban areas)


or state minimum (columns 3-4) or maximum minimum wage in a PUMA (column 5) at


time t, adjusted for inflation using the CPI-U-RS. ”Business cycle” controls include county


employment rates and the elderly population share; and state EITC parameters, the elderly


SSI receipt rate, and TANF caseloads and benefit levels. ”Geo FE” specifies the level of


geographic controls. Column 1 is weighted by county population, column 2 by the number


of beds in a facility, and columns 3-5 use person weights for the respective survey. Robust


standard errors clustered by county (columns 1-2), state (columns 3-4) or PUMA (column


5). *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 3: Minimum Wages and Low-Wage Employment


(1) (2) (3) (4) (5) (6) (7)


Log (≤ HS Log(nursing asst hrs/ Log(FTE nursing Log(FT nursing Log(PT nursing
employment) resident day) asst) asst) asst)


log(MW) -0.073 0.005 0.005 0.034* 0.030 0.051** 0.143***
(0.114) (0.017) (0.017) (0.021) (0.020) (0.022) (0.050)


N 25424 278965 278965 438088 438088 435749 336676
DV mean (level) 955.086 2.271 2.271 37.137 37.137 31.320 7.269
Geo FE (γx) County Facility Facility Facility Facility Facility Facility
Geo X Cty pair Cty pair Cty pair Cty pair Cty pair Cty pair Cty pair
time FE X qtr X year X year X year X year X year X year
Business cycle controls X X X X X X X
Demographic controls X X X X X
Years 2000-17 2000-16 2000-16 1992-17 1992-17 1992-17 1992-17
Data QWI OSCAR/CASPER OSCAR/CASPER OSCAR/CASPER OSCAR/CASPER


Notes : Column 1 reports end of quarter NAICS sector 6231 employment for female employees with a high school education from


the QWI. Columns 2-7 report staffing from the OSCAR/CASPER reports. log(MW ) is the natural log of the county minimum


wage in year-quarter t in 2017 dollars, adjusted for inflation using the CPI-U-RS. Log hours per resident day (columns 2-3) is


the number of nursing assistant staffing hours, divided by the number of residents times 24. FT employees typically work at


least 35 hours/week; PT employees typically work fewer than 35 hours/ week. All specifications include county-pair-time fixed


effects. Column 1 includes county fixed effects and columns 2-7 include facility fixed effects. ”Business cycle” controls include


county employment rates and the elderly population share; and state EITC parameters, the elderly SSI receipt rate, and TANF


caseloads and benefit levels. “Demographic controls” include average resident age and the share of residents female, white,


black, and covered by Medicaid. Robust standard errors clustered by county. Column 1 is weighted by county population,


columns 2-7 by the number of beds in a facility. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 4: Minimum Wages and Low-Wage Worker Retention


(1) (2) (3) (4)


Log Log Log(hires,
(quarterly (annual employed 1+ Log
turnover) turnover) qtr) (separations)


log(MW) -0.049 -0.265** 0.361** -0.245*
(0.099) (0.109) (0.178) (0.140)


N 10110 43986 9150 14312
DV mean (rate) 0.199 0.449 0.111 0.196
Geo FE (γx) County Facility County County
Geo X time FE Cty pair X qtr Cty pair X yr Cty pair X qtr Cty pair X qtr
Business cycle controls X X X X
Years 2000-17 2003-17 2000-17 2000-17
Data QWI OSHPD QWI QWI


Notes : Table shows results for workers with a high school education or less from the QWI


data at the county level (columns 1, 3-4) and for nursing assistants from the OSHPD


data at the facility level (column 2). log(MW ) is the natural log of the highest mini-


mum wage in county c at time t in 2017 dollars, adjusted for inflation using the CPI-U-


RS. log(turnover) is log( sep+hires
2


) at the quarterly (column 1) or annual (column 2) rate;


log(hires, employed 1+ qtr) is the natural log of the hires who remained employed for at


least three months; and log(separations) is the natural log of the the number of workers


who separated from their employer in a county-quarter cell. Specifications in columns 1,


3, and 4 include county-pair-quarter and county fixed effects; specification in column 2 in-


cludes county-pair-year and facility fixed effects. ”Business cycle” controls include county


employment rates and the elderly population share; and state EITC parameters, the elderly


SSI receipt rate, and TANF caseloads and benefit levels. All cells are weighted by county


population. Robust standard errors clustered by county. *** = p < 0.01, ** = p < 0.05, *


= p < 0.10.
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Table 5: Minimum Wages and Quality of Care Health Inspection Violations


(1) (2) (3) (4) (5)


Any Number Standardized
Any Number severe severe score


log(MW) -0.061*** -0.790*** 0.030 0.051 -0.090*
(0.021) (0.170) (0.020) (0.034) (0.051)


N 355776 355776 355776 355776 355776
DV mean 0.867 3.535 0.136 0.188 -0.026
εmw -0.070 -0.223 0.221 0.271
Geo FE (γx) Facility Facility Facility Facility Facility
Cty pair X year FE X X X X X
Business cycle controls X X X X X
Demographic controls X X X X X
Years 1998-17 1998-17 1998-17 1998-17 1998-17
Data NHC NHC NHC NHC NHC


Notes : Table shows results from the state health inspection reports reported in Nursing


Home Compare (NHC). log(MW ) is the natural log of the minimum wage at the time


of the inspection in 2017 dollars, adjusted for inflation using the CPI-U-RS. “Quality of


care” violations include quality of care, assessment, nursing, dietary, physician, rehabilitative


services, dental, and pharmacy violations (Harrington et al., 2000). “Severe” violations


are those presenting actual harm or immediate jeopardy to residents (CMS categories G-


L). “Standardized score” allocates violation points to each violation based on the CMS


scoring criteria and normalizes the score distribution across facilities. All specifications


include county-pair-time and facility fixed effects. ”Business cycle” controls include county


employment rates and the elderly population share; and state EITC parameters, the elderly


SSI receipt rate, and TANF caseloads and benefit levels. ”Demographic controls” include


facility average resident age, market concentration, and the share of residents female, white,


black, and covered by Medicaid. Robust standard errors clustered by county. All regressions


weighted by facility size. “εmw” is the elasticity of the outcome with respect to the minimum


wage. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 6: Minimum Wages and Patient Health


(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)


Pressure ulcers UTI Restraint Psychotropic Health


(share) (share) (share) (share) index


log(MW) -0.014*** -0.014*** -0.007 -0.008 -0.008* -0.008* 0.036 0.038 -0.199*** -0.208***
(0.005) (0.005) (0.005) (0.005) (0.005) (0.005) (0.028) (0.028) (0.072) (0.071)


N 294857 294857 338662 338662 338731 338731 183081 183081 290949 290949
DV mean 0.083 0.083 0.072 0.072 0.025 0.025 0.191 0.191 -0.107 -0.107
∆ # residents (1000s),
10% increase -1.89 -1.89 -0.94 -1.08 -1.08 -1.08 4.85 5.12
εmw -0.169 -0.169 -0.097 -0.111 -0.320 -0.320 0.186 0.199
Geo FE (γx) = Facility X X X X X X X X X X
Cty pair X year FE X X X X X X X X X X
Demographic controls X X X X X
Business cycle controls X X X X X X X X X X
Years 2005-17 2005-17 2005-17 2005-17 2005-17 2005-17 2011-17 2011-17 2005-17 2005-17
Data NHC NHC NHC NHC NHC NHC NHC NHC NHC NHC


Notes : Table shows patient outcomes from long-term resident assessment reports reported in Nursing Home Compare (NHC).


log(MW ) is the natural log of the minimum wage in 2017 dollars, adjusted for inflation using the CPI-U-RS. All specifications


include county-pair-time and facility fixed effects. ”Business cycle” controls include county employment rates and the elderly


population share; and state EITC parameters, the elderly SSI receipt rate, and TANF caseloads and benefit levels. ”Demographic


controls” include facility average resident age, market concentration, and the share of residents female, white, black, and covered


by Medicaid. Robust standard errors clustered by county. All regressions weighted by facility size. “εmw” is the elasticity of


the outcome with respect to the minimum wage. “∆ # residents (1000s), 10% increase” is the estimated change in the annual


number of residents for a 10 percent across-the-board minimum wage increase. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 7: Minimum Wages and Log Elderly Mortality Rates, by Place of Death


(1) (2) (3) (4) (5) (6) (7) (8)


All Nursing homes Non-nursing homes Hospitals


log(MW) -0.065* -0.049* -0.316*** -0.307*** 0.000 0.017 0.053 0.053
(0.033) (0.029) (0.115) (0.110) (0.041) (0.039) (0.072) (0.070)


N 186444 186444 186888 186888 183992 183992 138802 138802
DV mean (level) 0.014 0.014 0.004 0.004 0.010 0.010 0.006 0.006
∆ # residents (1000s), 10% increase n/a n/a -15.409 -14.970 n/a n/a n/a n/a
Geo FE (γx)= County X X X X X X X X
Cty pair X qtr FE X X X X X X X X
Business cycle controls X X X X X X X X
Demographic controls X X X X
Years 1990-13 1990-13 1990-13 1990-13 1990-13 1990-13 1990-13 1990-13


Vital Vital Vital Vital Vital Vital Vital Vital
Data Stats Stats Stats Stats Stats Stats Stats Stats


Notes : Table shows annual county-level age-adjusted log mortality rates for the population ages 65 and older by place of death


from Vital Statistics. The age adjustment, mcy =
∑85+


a=65
deathscay
popcay


∗ popa,2000∑85+
k=65 popk,2000


holds the age composition of the population


fixed at its 2000 distribution. log(MW ) is the natural log of the highest minimum wage in county c at time t in 2017 dollars,


adjusted for inflation using the CPI-U-RS. All specifications include county-pair-quarter and county fixed effects. ”Business


cycle” controls include county employment rates and the elderly population share; and state EITC parameters, the elderly


SSI receipt rate, and TANF caseloads and benefit levels. ”Demographic controls” include CZ-level market concentration and


county-average resident age, and the share of residents female, white, black, and covered by Medicaid. Robust standard errors


clustered by county. All regressions weighted by county elderly population. “∆ # residents (1000s), 10% increase” is the


estimated change in the annual number of residents for a 10 percent across-the-board minimum wage increase. *** = p < 0.01,


** = p < 0.05, * = p < 0.10.
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Table 8: Minimum Wages, Payment Methods, and Care Needs


(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)


Occu - Dis- Hosp Average resident Log average Medi-


pancy charge admit Resident share care index care reimbursement
rate rate rate Medicaid Other Medicare ADL Care 1996-10 2011-17


log(MW) 0.007 -0.014 -0.007 -0.023* 0.025** 0.008* 0.178*** 0.203*** -0.008 -0.020
(0.006) (0.010) (0.005) (0.012) (0.011) (0.005) (0.033) (0.029) (0.017) (0.016)


N 754649 287285 329665 762554 754830 755040 733993 747503 144912 96550
DV mean 0.844 0.620 0.179 0.602 0.236 0.146 0.018 0.004 333.811 458.017
εmw 0.009 -0.021 -0.075 -0.045 0.105 0.054
Geo FE(γx) = Facility X X X X X X X X X X
Cty pair X year FE X X X X X X X X X X
Business cycle controls X X X X X X X X X X
Reporting period controls X X
Years 2000-16 2000-16 2000-16 2000-16 2000-16 2000-16 2000-16 2000-16 1996-10 2011-17


LTC LTC LTC LTC LTC LTC LTC LTC
Data Focus Focus Focus Focus Focus Focus Focus Focus HCRIS HCRIS


Notes : Table shows resident characteristics available through LTCFocus (columns 1-8), and average reimbursement rate among


Medicare residents based on RUG classification (columns 9-10) from cost reports (HCRIS). log(MW ) is the natural log of the


minimum wage, adjusted for inflation using the CPI-U-RS. All specifications include county-pair-year and facility fixed effects.


”Business cycle” controls include county employment rates and the elderly population share; and state EITC parameters, the


elderly SSI receipt rate, and TANF caseloads and benefit levels. ”Reporting period controls” limit the sample to facilities with


a reporting period that starts and ends after February of the ending year and includes controls for the reporting period start


and end months; the number of beds in the facility; the days in the reporting period; and whether a reporting period was less


than 11 or more than 13 months. Robust standard errors clustered by county. All regressions weighted by facility size. “εmw”


is the elasticity of the outcome with respect to the minimum wage. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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Table 9: Minimum Wages and Facility Revenue and Costs


(1) (2) (3) (4)


Log(Costs/ Log(Revenue/ IHS(Net Log(Avg Mcaid
resident) resident) income) per diem (state))


log(MW) 0.044* 0.070** -1.447 -0.028
(0.025) (0.035) (1.147) (0.073)


N 286982 273936 287714 480
DV mean (level) 75109.6 91717.3 1440.6 187.93
Geo FE (γx) Facility Facility Facility State
Cty pair X year FE X X X
Census Division X year FE X
State linear trends X
Business cycle controls X X X
Reporting period controls X X X
Years 1996-17 1996-17 1996-17 2000-09
Data HCRIS HCRIS HCRIS LTCFocus


Notes : Table shows facility revenues and cost metrics from Medicare cost reports (HCRIS)


(columns 1-3) and average state Medicaid reimbursement rates from LTCFocus (column


4). Sample in columns 1-3 includes facilities with a reporting period that starts and ends


in January or February. log(MW ) is defined as the natural log of the minimum wage


faced by facility f at time t in 2017 dollars, adjusted for inflation using the CPI-U-RS.


Columns 1-3 include county-pair-year and facility fixed effects; column 4 includes state and


Census Division-by-year fixed effects. ”Business cycle” controls include area employment


rates and the elderly population share; state EITC parameters, the elderly SSI receipt rate,


and TANF caseloads and benefit levels. ”Reporting period” controls include the starting


and ending months of the cost reporting period; the number of beds in the facility; the days


in the reporting period; and whether a reporting period was less than 11 or more than 13


months. Robust standard errors clustered by county (columns 1-3) or state (column 4). All


specifications weighted by number of beds. *** = p < 0.01, ** = p < 0.05, * = p < 0.10.
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April 14, 2023



The Honorable Chiquita Brooks-LaSure

Administrator

Center for Medicare & Medicaid Services

US Department of Health & Human Services 

200 Independence Avenue, SW 

Washington, DC 20201 



Re: Medicare and Medicaid Programs; Disclosure of Ownership and Additional Disclosable Parties Information for Skilled Nursing Facilities and Nursing Facilities (File Code CMS — 6804 — P) 



Dear Administrator Brooks-LaSure:



The American Federation of Labor and Congress of Industrial Organizations (AFL-CIO) welcomes the opportunity to comment on the proposed rule implementing section 6101 of the Patient Protection and Affordable Care Act (ACA) requiring greater disclosure of ownership, managerial and other information regarding nursing facilities participating public programs.[footnoteRef:1] The AFL-CIO is a voluntary, democratic federation of 59 affiliated unions representing more than 12.5 million workers in all sectors of our economy. The AFL-CIO is committed to fairness in the workplace and health security for working people and their families. Our core mission is to ensure that working people are treated fairly and with respect, that our hard work is rewarded with family-supporting wages and benefits, and that our workplaces are safe. We also provide an independent voice in politics and legislation for working women and men and make their voices heard in corporate boardrooms and the financial system.  [1:  Available at https://www.govinfo.gov/content/pkg/FR-2023-02-15/pdf/2023-02993.pdf. ] 




The AFL-CIO commends the Department for publication of this proposed rule, which is intended to increase transparency in the nursing home industry. Since the passage of this provision in the ACA, a generation of families have had to make decisions about placing a loved one in a nursing home without the industry transparency the statute requires; hundreds of thousands of workers have entered (and exited) an industry that has been fundamentally reshaped by corporate practices that incentivize individual facilities to reduce staffing – making an already difficult job even harder. Taxpayers have poured billions of dollars into the coffers of nursing homes with little understanding of whether public funds are efficiently spent. We applaud this Administration for seeking to implement this ACA provision, which is both long overdue and more urgent than ever.  



This NPRM comes at a crucial time. Though non-profit and religious providers historically played a prominent role in providing skilled nursing care to Medicare beneficiaries, the industry is now dominated by non-profit chains, e.g., providers with two or more facilities. These for-profit firms typically have multiple corporate layers and separate property, management, and staffing entities that allow the firms to reduce their tax liability and boost profits through related-party transactions these intentionally complex corporate relationships also avoid disclosure of the individuals involved.[footnoteRef:2] Recent reporting indicates that nearly 75% of nursing homes in the US had related-party transactions totaling $11 billion in 2015, according to Medicare cost reports.[footnoteRef:3]  Such practices raise concerns about the concealment of profits and the diversion of funds intended for care.   [2:  C. Harrington, PhD, RN and T. Edelman, EdM, JD, Private Equity and Nursing Home Care: What Policies Can Be Adopted to Address the Growing Problems, Public Policy & Aging Report, 2023, XX, 1-5. Gerontological Society of America (April 2023). Available at https://doi.org/10/1093/ppar/prad001. See also C. Harrington, et al. These Administrative Actions Would Improve Nursing Home Ownership And Financial Transparency In The Post COVID-19 Period, Health Affairs Forefront, February 11, 2021. Available at https://www.healthaffairs.org/do/10.1377/forefront.20210208.597573/ ]  [3:  Where Do The Billions of Dollars Go? A Look At Nursing Home Related Party Transactions, Report by the National Consumer Voice for Quality Long-Term Care, 2023. Available at https://theconsumervoice.org/uploads/files/issues/2023-Related-Party-Report.pdf. See also J. Rau, Care Suffers As More Nursing Homes Feed Money Into Corporate Webs, New York Times, January 2, 2018. Available at https://www.nytimes.com/2018/01/02/business/nursing-homes-care-corporate.html. ] 




The rampant use of related party transactions and multiple corporate entities make it increasingly difficult for regulators or the public to determine who owns or controls a particular nursing home and, in the case of consumers, whether it is related to a poor-performing facility nearby. Ensign, the country's second-largest nursing home chain, is a good example, as The National Consumer Voice for Quality Long-Term Care noted in its comments on these regulations. Ensign reported owning 22 separate companies, which in turn owned 409 legal entities that directly owned or operated 198 separate nursing homes and senior care communities under various unrelated corporate names. 



[bookmark: _GoBack]These corporate practices harm residents. Nursing homes with related party transactions employed fewer nurses, were more likely to have harmed residents, had more substantiated compliance issues, were fined more often for serious violations, and had higher penalties than independent homes.[footnoteRef:4] They also harm workers seeking a collective voice on the job. Such practices make it difficult to unionize when the entity that actually controls the facility is unknown and unreachable.  [4:  Rau, note 3, supra. ] 




The growing presence of private equity firms in this industry has raised concerns about the quality of care. Between 2000 and 2017, private equity firms acquired more than 1600 nursing homes –accounting for somewhere between 9%-11% of all facilities.[footnoteRef:5] For the overwhelming majority of these facilities, the result is tremendous pressure to generate short-term profits achieved by focusing on higher acuity residents and reductions in staffing, services, and supplies. One study of more than 300 private equity-owned facilities found that residents were 11% more likely to visit the emergency room and were 8.7% more likely to be hospitalized for ambulatory care-sensitive conditions, such as complications from diabetes or heart failure. The researchers examined outcomes for people with these conditions because hospitalization is largely preventable through proper disease management.[footnoteRef:6] The same longitudinal study of nursing homes that were bought by private equity firms between 2000 and 2017 showed not only significant declines in resident health and reduced staffing but a 10% increase in short-term mortality compared to the national average. According to this study, these private equity-owned facilities produced an additional 20,150 deaths over a 12-year period.[footnoteRef:7]  [5:  A. Gupta, et al., Does Private Equity Investment in Healthcare Benefit Patients? Evidence from Nursing Homes, National Bureau of Economic Research, Working Paper 28474, February 2021. Available at http://www.nber.org/papers/w28474. See also Congressional Request: Private Equity and Medicare, Report to Congress: Medicare and the Health Care Delivery System, MedPAC, June 2021. Available at https://www.medpac.gov/document/http-www-medpac-gov-docs-default-source-default-document-library-jun21_ch3_medpac_report_to_congress_sec-pdf/. ]  [6:  R. Braun, PhD, et al., Association of Private Equity Investment in US Nursing Homes With the Quality and Cost of Care for Long-Stay Residents, JAMA Health Forum. 2021;2(11):e213817. Available at https://jamanetwork.com/journals/jama-health-forum/fullarticle/2786442. ]  [7:  Gupta, supra note 5. ] 




The pandemic revealed the adverse impact of private equity on nursing home care. As Americans for Financial Reform noted in a 2020 study, nursing home chains owned or backed by private equity firms had higher rates of resident infection and death than other facilities, even compared to other for-profit facilities.[footnoteRef:8]  [8:  The Deadly Combination of Private Equity and Nursing Homes During A Pandemic:
New Jersey Case Study of Coronavirus at Private Equity Nursing Homes, A Report from Americans for Financial Reform, April 6, 2020 (Washington, DC). Available at https://ourfinancialsecurity.org/2020/08/report-3-private-equity-nursing-homes-coronavirus/. ] 




Private equity is harmful to workers as well. According to one study of private equity in general, employment at firms that have been bought by private equity shrank by 4.4% over the two years following the transaction and wages fell by 1.7%. Private equity owners are more likely to take a “low road” approach to productivity by cutting wages, benefits, and staff.[footnoteRef:9] With labor costs typically accounting for a large percentage of facility costs (often as much as half), and the need for new owners to cut costs to ensure they can service the new debt, we expect the purchase of a nursing home by private equity buyers to result in large cuts in wages and employment.   [9:  S. Davis, et al. The (Heterogenous) Economic Effects Of Private Equity Buyouts, Working Paper · No. 2019-122, Becker Friedman Institute for Economics, University of Chicago, July 2021. Available at https://bfi.uchicago.edu/wp-content/uploads/BFI_WP_2019122.pdf. See also Effects of Private Equity Investment, Private Equity Stakeholder Project. Available at https://pestakeholder.org/private-equity-risks/effects-of-private-equity-investments/.] 




The Need for Greater Transparency

Implementation of section 6101 is critical. Given how the structure industry has continued to change, there is a broad consensus that CMS needs more information about the ownership and control of facilities if the agency is to fulfill its statutory duty to evaluate entities providing Medicare-covered services and act as a “gatekeeper” for entities that seek to do so in the future. As organizations like Public Citizen[footnoteRef:10] and the National Consumer Voice for Quality Long-Term Care[footnoteRef:11] have explained at length, CMS needs a better understanding of ownership and control if it is also to continue to provide information for beneficiaries to evaluate where they want to seek care. It needs to be able to untangle the corporate web that entities like Ensign create and then present that information to the public in a way that allows the family to understand whether, for better or worse, the nursing home nearby is related. [10:  T. Lincoln, Is It Private Equity? We Can’t See. Federal Database of Owners of Nursing Homes Is Incomplete and Out-of-Compliance with the Law, A report from Public Citizen, September 1, 2022, (Washington, DC). Available at https://www.citizen.org/article/nursing-home-transparency/. ]  [11:  Consumer Voice, supra note 3.] 




Greater transparency is also necessary for policymakers to clarify whether nursing operators have the necessary resource to increase staffing and overall compensation. With the support of a broad range of independent experts, this Administration is reviewing the medical evidence to determine a minimum staffing standard that avoids harm to residents. At the same time, CMS must consider whether public programs provide nursing facilities with adequate reimbursement. It is far from clear that the industry is facing financial difficulty, at least according to experts[footnoteRef:12]; indeed, the influx of private-sector investment from private equity indicates significant profits to be made from current reimbursement. But a better understanding of the financial health of regional and national chains and more data about the returns to individual investors will help resolve whether the industry can afford to employ the appropriate number of nursing staff at higher compensation levels. The bottom line is that greater transparency is necessary if policymakers are to consider increasing reimbursement to help facilities improve staffing.  [12:  In 2021, Medicare marginal profit (an indicator of whether SNFs have an incentive to treat more Medicare beneficiaries) averaged 26% for freestanding facilities. This profit is a strong positive indicator of beneficiary access to SNF care, though factors other than the level of payment (such as bed availability or staffing shortages) could challenge access. The average non-Medicare margin (which includes all payers, PHE-related funds, and all lines of business except FFS Medicare SNF services) was 0.1%, an increase over 2020. At the same time, the estimated all-payer total margin for nursing homes (reflecting all lines of business and all payers) was 3.4%, up from 3.1% in 2020. Facility volume and employment in the sector began to increase in 2022 but remained below pre-pandemic levels nationally, although rebounds in occupancy have varied. Skilled nursing facility services: Assessing Payment Adequacy and Updating Payments, MedPAC Report to Congress (March 2023). Available at https://www.medpac.gov/wp-content/uploads/2023/03/Ch7_Mar23_MedPAC_Report_To_Congress_SEC.pdf. ] 




As the GAO noted, proper implementation of section 6101 requires that facilities report the organizational structure and the relationships to the facility and to one another of all persons or entities with direct or indirect ownership or control interests in the provider such that the hierarchy of all intermediate persons and entities from the provider level up to the chain and the ultimate owner is described.[footnoteRef:13] Similar recommendations were echoed by the National Academy of Science, Engineering, and Medicine in its landmark report “The National Imperative to Improve Nursing Home Quality: Honoring Our Commitment to the Residents, Families, and Staff,” issued last year. In that report, an expert panel assembled by NASEM noted the need for CMS to have the data necessary to evaluate the performance of facilities with common ownership and the facilities’ use of related party transactions or unrelated business entities to hide profits.[footnoteRef:14] CMS currently requires the disclosure of related party transactions, but it does not require the disclosure of the type of ownership information and organizational structure section 6101 requires.  [13:  The Government Accountability Office, Nursing Homes: CMS Should Make Ownership Information More Transparent for Consumers, Report to the Honorable Richard Neal, House of Representatives, (January 2023). Available at https://www.gao.gov/assets/gao-23-104813.pdf. ]  [14:  National Academies of Sciences, Engineering, and Medicine. 2022. The National Imperative to Improve Nursing Home Quality: Honoring Our Commitment to Residents, Families, and Staff. Washington, DC: The National Academies Press. Available at https://nap.nationalacademies.org/catalog/26526/the-national-imperative-to-improve-nursing-home-quality-honoring-our. ] 




We appreciate CMS issuing this proposed regulation as part of a broader initiative to improve nursing home care of residents and the jobs of nursing home workers. We believe the implementation of section 6101 of the ACA is an essential precursor to many of the policy questions raised by this initiative, particularly whether nursing home reimbursements need to be adjusted if there is a minimum staffing mandate that increases the number of certified nursing assistants and the registered nurses providing care. The proposed regulation improves current law, but significant improvements are needed in the regulation if the federal government is to meet the identified need for better transparency. As many stakeholders have noted, the proposed regulation needs to be significantly broadened to respond to structural changes in the industry and the desire of consumers to better evaluate their options for care. Thirteen years after the ACA was enacted, it is time to implement section 6101 as recommended by The National Consumer Voice for Quality Long-Term Care. What follows are comments on some of those provisions.



Additional Disclosable Parties

The AFL-CIO strongly encourages CMS to define further “additional disclosable party”" (ADP) to clarify who must disclose information. The proposed rule defines ADPs with terms that are vague at best. We urge CMS to define in the final rule what it means to have operational, financial, or managerial control over a facility. 



For the term control, we suggest using language from 42 CFR 423.17 that is familiar to providers. As the Medicare Provider Reimbursement Manual notes, this definition "includes any kind of control, whether or not it is legally enforceable and however, it is exercisable or exercised. It is the reality of the control which is decisive, not its form or the mode of its exercise" (emphasis added). 



For the term operational control, we suggest language that captures persons or entities who guide the overall operation of the nursing home, including setting policies, budgets, or oversight of the facility. Subsection (b) distinguishes day to day management of the facility from the authority to influence or implement policies and procedures of a facility -- in contrast to managerial control, which involves controlling broad policies at the facility level. 



For the term financial control, we suggest language that takes into account the complex ownership structures discussed above and in the proposed rule by CMS Section (a) incorporates the definition of control, which is critical since the hierarchal nature of the corporate relationships common to nursing homes often hides the person or entity that can exert financial control over the facility. The language is meant to reinforce the notion that disclosure requirements for ADPs should extend to the parent company or organization, even though there may be intermediate persons or entities that also exert some degree of financial control. 



Section (b) of our suggested language is important because of the fundamental nature of private equity, which is to divert Medicare and Medicaid funds away from care and labor costs and toward investor profits. The language focuses not on a person's share of equity in a business but on the expectation and receipt of revenues -- a core element of the private equity business model. This language is not limited to private equity. The concerns about related-party transactions and corporate structure are not limited to private equity-backed nursing homes since these issues apply to all for-profit entities. We also support the suggestion of other commenters that the 5% threshold should be an aggregate figure. This would prevent individuals from avoiding disclosure by holding several investments in nursing homes just below the 5% threshold. 



For the term managerial control, we suggest language that includes the direct or indirect ability of an individual to control the operation of an institution, either through contract or by some other means. This suggestion borrows language from the definition of “managing employee.” It also includes a related organization, as defined by 42 CFR 413.17, which would capture an ADP that is not directly owned or operated by the owner or operated for the owner's sole benefit but is a related organization. CMS refers to these types of organizations as “special purpose organizations” and considers theme “related organizations” according to the Medicare Reimbursement Manual. This kind of situation reflects the potential complexities of a nursing home's owners’ control of all facets of a facility that affect not just resident care but working conditions; this language also reflects the indirect control that can exist even in the case of non-profit facilities.



Organizational Structure

We suggest two significant additions. First, CMS should include an additional category (8) that allows the Secretary to name an entity that does not fit into any of the first seven categories as an ADP if they deem it appropriate. This language would faithfully implement 42 USC §1320a-3(5)(D)(vii), which is missing from the proposed rule. This catch-all category is essential for including ADPs that may not fit into one of the initial categories. 



The second change is to add language at (9) that provides for disclosure back to a parent company when any of the individuals or entities that disclose their organizational structure under sections (1)-(8) are not the parent company or corporation. This language is intended to address circumstances in which owners and operators create a company that is an ADP, but they have no ownership interest in that entity. As a result, it sometimes is impossible to identify these companies based solely on ownership. As noted in the discussion of managerial control, CMS acknowledges in its discussion of Special Purpose Organizations.[footnoteRef:15] We offer this language because CMS must take a broader view of organizational structure and implement disclosure requirements that account for the practice of owners and operators of separating themselves from the ADP itself. This suggestion is consistent with the recommendation of the GAO in its 2010 report but is absent from the proposed rule. For this rule to be effective, it must result in disclosure that goes back to the ultimate source – the top of the organizational hierarchy. Anything with lesser reach will result in disclosure only to the immediate ADP – ultimately defeating the congressional intent of section 6101.  [15:  Ctrs. For Medicare & Medicaid Servs., U.S. Department of Health & Hum Servs., Program Manuals, Chapter 7. Available at https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Paper-Based-Manuals-Items/CMS021929. ] 




Other Definitions

CMS should add a broad definition of a chain organization based on language found in the Medicare Provider Reimbursement Manual.[footnoteRef:16] Chain ownership is now quite common in the nursing home industry though the connection between nursing facilities may not be apparent from their name. Related party transactions are often intra-chain, and the quality of care provided by facilities within the same chain is frequently similar. These two factors make a broad definition of a “chain” critical for consumers seeking to evaluate the relationship between facilities as they make care decisions. [16:  Id.  ] 




CMS should also add a definition of “Parent Corporation” or “Parent Organization” that captures the fact that such an entity owns a controlling interest in a nursing home and should be subject to the disclosure requirements of this rule. As mentioned earlier, the goal is to have the legal entity that is the ultimate entity atop the hierarchy. To ensure that the goals of ownership transparency manifest in 6101 are met, CMS must take steps to trace ADPs and other entities subject to disclosure under this section to an ultimate source, the parent corporation or organization.



Information Presented

We strongly urge CMS to require that parties provide a diagrammatic description of how ADPs are related to the entities subject to ownership and control disclosure requirements at 42 USC § 1320a-3(a) and (b). Sections (a) and (b) require nursing homes to disclose certain parties with ownership and control interests in the nursing facility. However, the proposed regulation does not include language specifying how the information in (a) and (b) relates to the additional required information in this section, which is one of the primary goals of Section 6101 of the ACA. This additional requirement would help illustrate the connection between the ADPs and the disclosed owners without being an undue burden. CMS already requires that providers furnish “An organizational diagram identifying all of the entities in this section and their relations with the provider and each other.” In the case of nursing homes, CMS also requires “A diagram identifying the organizational structures of all of its owners.”[footnoteRef:17] This requirement applies to all owners, regardless of the size of the ownership interest. We urge CMS to incorporate this requirement into a final version of this regulation. Additionally, this information should be made widely available to the public. While CMS is currently collecting this data, it is not available on the agency's website or any public-facing website like Nursing Home Compare.  [17:  Id. ] 




Intermediate Sanctions

Legal rules will only effectively deter entities from pursuing commercially advantageous behavior if regulators have a credible enforcement mechanism. It is our experience that penalties that are disproportionate to the nature of the legal violation are rarely invoked. CMS can disqualify providers and bar them from participating in the Medicare program. Still, CMS has been reluctant to invoke such a harsh penalty except in the most severe cases. While a violation of section 6101 could result in the cover-up of millions of dollars in improper payment or a pattern of poor care that has serious adverse health effects on dozens of people, we are concerned that CMS is unlikely to invoke a penalty that could lead to severe commercial consequences for such a violation. At the same time, penalties must not be so low as easily dismissed as the “cost of doing business.” CMS needs intermediate sanctions for the threat of punishment to be realistic. Such sanctions could be in the form of significant fines and temporary suspension of payments; even stiffer sanctions could include collaborating with the Department of Justice to require a company to restructure its holdings.



Public Access and Use

CMS states that more information regarding how this ownership information will be disclosed will come after the final rule is published. We strongly urge CMS to establish how they plan to make the ownership information available as part of the final regulations. The statute requires disclosure within one year of promulgating the final rule but leaves the method and platform for dissemination up to the discretion of the Secretary. As the GAO has noted, not only should CMS should make ownership more available to the public, it needs to do a better job in how it presents that information, e.g. using plain language with clear graphics, organizing the information to highlight patterns related to quality across nursing homes with common ownership, obtaining consumer input to test ease of use and navigability, including explanations of how to use ownership information in the decision-making process and adding information on how the data are collected and assessed for accuracy.[footnoteRef:18] We urge CMS to follow the recommendations of the GAO.  [18:  GAO, supra, note 13.] 




In the proposed rule, CMS raises the possibility of simply releasing the data through the www.data.cms.gov  website. While this should be done (with the documentation that verifies the accuracy of the data), it is not sufficient. Putting the data and supporting documents on the www.data.cms.gov website will be helpful for researchers and will advance our understanding of the regulation's impact. Still, few consumers know of or can navigate the www.data.cms.gov website. We join with other stakeholders to strongly urge CMS to make the parent company data and related party data for each nursing home available on its Medicare Nursing Home Compare website – including information indicating whether a facility is part of a chain. We strongly urge CMS to follow the advice of GAO to make this data presented in a manner that is user-friendly for the average consumer who is not an expert on nursing homes or even health policy.[footnoteRef:19] There is currently no way for consumers to accurately and easily ascertain care quality across chains, despite the prevalence of this business model.  [19:  Id. ] 




Accuracy and Accountability

The AFL-CIO supports the agency's decision to require parties submitting ownership information to attest to it be “true, correct, and complete.” Nursing homes should be held to a standard of knowing along with reporting the identity of their owners; Medicare and Medicaid providers have a duty to comply with the obligations outlined in statute and regulation (including conditions of participation) and know whether they are complying or not. To ensure reporting accuracy, we urge CMS to audit the self-reported data and explain the audit process as part of a final regulation. CMS could designate specific staff to conduct such audits or perform the audits during nursing home surveys. CMS should enforce these provisions using the array of enforcement tools that CMS has to ensure compliance. Reporters of inaccurate data should face appropriate enforcement action, as noted above. We also note the importance of audits to ensure financial transparency and that payments to nursing homes are used for direct resident care.  



Ensuring Ongoing Quality of Care

The AFL-CIO supports the suggestion of AARP and other organizations calling for the creation of an interagency task force to identify trends in nursing home transparency and monitor nursing homes that need more focused attention.[footnoteRef:20] Such a task force could analyze data on related-party transactions and the financial, managerial, and operational control of nursing homes resulting from this regulatory effort. The task force could analyze that new information in light of existing data from the Provider Enrollment and Chain Ownership System and the Payroll-Based Journal database to better understand nurse staffing, medical director administrative time, and spending patterns from Medicare cost reports. This additional and more robust monitoring would bring broader expertise to bear on concerns about how ownership and financial investment in the nursing home sector impact the quality of care and the stability of facilities and chains. We believe this suggestion is consistent with the agency's efforts to release more ownership data and this Administration's practice of taking a “whole of government” approach to pressing problems that cross agency jurisdiction. We also believe that bringing in staff from the Justice Department and the Labor Department may bring to light new tools for enforcement of this regulation and other efforts to improve nursing home care.  [20:  C. Harrington, Health Affairs Forefront, supra note 3. See also Supplement to Rethinking Care for Older Adults: A Menu of Ideas for Administrative Actions, Convergence, May 2021. Available at https://convergencepolicy.org/wp-content/uploads/2023/03/Supplement-Formatted.pdf. ] 




Effective Date

As the agency notes in the proposed rule, the disclosure requirements are not effective until the revision of the vehicle for supplying the information, the Medicare Enrollment Application (CMS-855A). We urge CMS to adhere to the spirit and the letter of the law to undertake the revisions promptly by setting a definite timetable for the revision in the final regulation. 



Conclusion 

The Nursing Home Reform Law, enacted in 1987, gives the Secretary full and broad authority to require meaningful disclosure of all individuals who own or manage a piece(s) of a nursing home business, regardless of the nursing facility's official ownership structure. The Medicare provisions in the Reform Law states: 



“It is the duty and responsibility of the Secretary to assure that requirements which govern the provision of care in skilled nursing facilities under this subchapter, and the enforcement of such requirements, are adequate to protect the health, safety, welfare, and rights of residents and to promote the effective and efficient use of public moneys.”[footnoteRef:21] [21:  See 42 U.S.C. 1395i-3(b)(4). Available at http://www4.law.cornell.edu/uscode/42/1395i-3.html.   ] 




We thank CMS for proposing regulations that would finally implement provisions of the law designed to address the dangerous lack of transparency in nursing home ownership. Amending the proposed regulation per our suggestions would be a significant step forward in fulfilling the agency's obligation. Finalizing this proposed rule as suggested would be a major accomplishment that has eluded prior Administrations. At the same time, we urge the agency to finalize this rule as soon as possible, knowing that a significant delay could leave the rule vulnerable to Congressional Review Act. 



The AFL-CIO believes that knowing who owns, operates, or manages facilities is critical to protecting resident care, improving working conditions, and protecting the integrity of public programs. Implementing the suggested changes in this letter and the attached appendix will lift the veil of secrecy surrounding nursing home ownership. Implementing this rule and the suggestions attached will provide the kind of nursing home transparency essential to the safety and well-being of residents and those working there. If you have any questions, please feel free to contact me at lgoldberg@aflcio.org or (202) 637-5344. 





Sincerely, 



Lee Goldberg



Lee Goldberg, JD, MA







Appendix – Suggested Changes to the Proposed Regulatory Language

(Suggested new language in red)





PART 424—CONDITIONS FOR MEDICARE PAYMENT

1. The authority for part 424 continues to read as follows: 

Authority: 42 U.S.C. 1302 and 1395hh. 

Subpart P—Requirements for Establishing and Maintaining Medicare Billing Privileges

2. Section 424.502 is amended by— 

a. Adding the definition of “Additional disclosable party” in alphabetical order; 

b. Revising the definition of “Managing employee”; and 

c. Adding the definitions of “Organizational structure”, “Private equity company”, and “Real estate investment trust” in alphabetical order. 

The additions and revision read as follows:	

§ 424.502

Definitions.

* * * * * 

Additional disclosable party means, with respect to a skilled nursing facility defined at section 1819(a) of the Act, any person or entity who does any of the following: 

(1) Exercises operational, financial, or managerial control over the facility, or a part thereof, or provides policies or procedures for any of the operations of the facility or provides financial or cash management services to the facility. (2) Leases or subleases real property to the facility or owns a whole or part interest equal to or exceeding 5 percent of the total value of such real property.

(3) Provides management or administrative services, management or clinical consulting services, or accounting or financial services to the facility.

* * * * * 

Managing employee means— 

(1) A general manager, business manager, administrator, director, or other individual that exercises operational or managerial control over, or who directly or indirectly conducts, the day-to-day operation of the provider or supplier, either under contract or through some other arrangement, whether the individual is a W-2 employee of the provider or supplier; or

(2) With respect to the additional requirements at § 424.516(g) for a skilled nursing facility defined at section 1819(a) of the Act, an individual, including a general manager, business manager, administrator, director, or consultant, who directly or indirectly manages, advises, or supervises any element of the practices, finances, or operations of the facility.

* * * * * 

[bookmark: _Hlk131766725]Chain organization: a chain organization consists of a group of two or more health care facilities or at least one health care facility and any other business or entity owned, leased, or, through any other device, controlled by one organization. Chain organizations include, but are not limited to, chains operated by proprietary organizations and chains operated by various religious, charitable, and governmental organizations. A chain organization may also include business organizations engaged in other activities not directly related to health care.

[bookmark: _Hlk131757764]Operational Control means: 

a) An individual or entity that, directly or indirectly, influences or directs the actions or policies of any part of the skilled nursing facility; or

b) An individual or entity that directly or indirectly, chooses, appoints, or terminates (i) any member of the Board of Directors or management committee, (ii) any manager or managing member, (iii) any member of senior management of the skilled nursing facility or its business, including its chain or parent company; or (iv) any other person or entity who participates in the operational oversight of the facility or its business.



Financial Control means:

a) An individual or entity that, directly or indirectly, influences, directs, or manages the finances of the skilled nursing facility; or

b) Receives or is entitled to receive (directly or indirectly) 5 percent or more of any of the profits or revenues of the skilled nursing facility, its business, or its properties during any time period; or	

c) Directly or indirectly owns or controls an equity interest in the skilled nursing facility, its business, or its properties that is equal to or exceeds 5 percent of the total outstanding equity interest of all equity owners in the skilled nursing facility, its business, or its properties.

Managerial Control means:

An individual or entity that, directly or indirectly, influences or directs day to-day operations of a skilled nursing facility. This definition includes any individual or entity that is a related organization as defined by 42 C.F.R. § 413.17.



Organizational structure means, with respect to a skilled nursing facility defined at section 1819(a) of the Act, in the case of any of the following: 

(1) A corporation. The officers, directors, and shareholders of the corporation who have a direct or indirect ownership interest in the corporation which is equal to or exceeds 5 percent. 

(2) A limited liability company. The members and managers of the limited liability company including, as applicable, what percentage each member and manager has of the ownership interest in the limited liability company. 

(3) A general partnership. The partners of the general partnership. 

(4) A limited partnership. The general partners and any limited partners of the limited partnership who have an ownership interest in the limited partnership which is equal to or exceeds 10 percent. 

(5) A trust, including Real Estate Investment Trusts. The trustees and beneficiaries of the trust. 

(6) An individual. Contact information for the individual. 

(7) A financial investment entity, including private equity investment companies, any partner, limited partner, or investor that has an ownership or equity interest in the entity of 5% or more.

(8) In any instance where an additional disclosable party does not meet any of the definitions contained in (1)-(8) the name and contact information of that person or entity, and any other information the Secretary determines appropriate.

[bookmark: _Hlk132190612][bookmark: _Hlk132190587](9) In any instance where the entities listed in sections (1) through (8) of this section are not the parent organization or parent corporation, as defined in this section, of the entity subject to the disclosure requirements under this section, then the corresponding organizational structure for all direct or indirect owners of the entity back to the parent corporation or parent organization of the initial disclosing entity. 

[bookmark: _Hlk131767265]“Parent corporation” or “parent organization” means an organization that is the legal entity owning a controlling interest in a skilled nursing facility subject to the disclosure requirements in this section. The parent organization is the “ultimate” parent, or the top entity in a hierarchy (which may include other parent organizations) of subsidiary organizations that is not itself a subsidiary of any corporation. A legal entity may be its own parent organization if it is not a subsidiary of any other organization.



* * * * * 



Private equity company means for purposes of this subpart, a publicly-traded or non-publicly traded company that collects capital investments from individuals or entities and purchases an ownership share of a provider, the real estate or buildings in which a provider operates, a company with an ownership or control interest in a provider as defined in 42 U.S.C. 1320a-3(a) or (b) or an additional disclosable party, as defined in this section, and subject to disclosure by a provider. Private equity companies are additional disclosable parties as defined in this section and subject to the organizational structure disclosures in 42 C.F.R. § 424.516(iv)

Real Estate Investment Trust is an entity that meets the definition of 26 U.S.C. § 856 or claims REIT status when filing taxes with the Internal Revenue Services. Real estate investment trusts are additional disclosable parties as defined in this section and subject to the organizational structure disclosures in 42 C.F.R. § 424.516(iv) 



3. Section 424.516 is amended by adding paragraph (g) to read as follows: 

§ 424.516

Additional provider and supplier requirements for enrolling and maintaining active enrollment status in the Medicare program.



* * * * * 



(g) Skilled nursing facilities. (1) In addition to all other applicable reporting requirements in this subpart, a skilled nursing facility (as defined in section 1819(a) of the Act) must disclose upon initial enrollment (which, for purposes of this paragraph (g), also includes a change of ownership under 42 CFR 489.18) and revalidation the following information: 

(i) Each member of the governing body of the facility, including the name, title, and period of service for each such member.

(ii) Each person or entity who is an officer, director, member, partner, trustee, or managing employee (as defined in § 424.502) of the facility, including the name, title, and period of service of each such person or entity. 

(iii) Each person or entity who is an additional disclosable party of the facility (as defined in § 424.502).

(iv) The organizational structure (as defined in § 424.502) of each additional disclosable party of the facility and:

1) A description of the relationship of each such additional disclosable party to the facility, to one another, and to entities subject to the disclosure requirements at 42 U.S.C. 1320a-3(a) and (b); and

2) An organizational diagram identifying the relationship of each additional disclosable party with the facility, to one another, and to entities subject to the disclosure requirements at 42 U.S.C. § 1320a-3(a) and (b)



(v) If the facility is part of a chain, as defined in this section, the names and identifying information of all facilities within that chain, and the parent corporation or parent organization name of the chain. 



(2) Copies of any documents that contribute to establishing:

(i) The relationship between the facility and any person or entity specified in (1)(i) through (iii), or the relationship between any persons or entities specified in (1)(i) through (iii), including any documents establishing a financial obligation between the facility and any person or entity specified in (1)(i) through (iii), or between such persons and entities; or

(ii) The organizational structure and descriptions of relationships as set forth in (1)(iv).

(3) The skilled nursing facility need not disclose the same information described in paragraph (g)(1) of this section more than once on the same enrollment application submission.

(4) The skilled nursing facility must report any changes to information described in paragraph (g)(1) of this section as follows:

i) 120 days prior to any change in a direct or indirect ownership interest of an additional disclosable party or a parent company or parent organization.

ii) within thirty days of any other change.





As noted in our comments, the corresponding Medicaid regulations should be identical to the Medicare regulations. 



PART 455—PROGRAM INTEGRITY: MEDICAID

4. The authority citation for part 455 continues to read as follows: 

Authority: 42 U.S.C. 1302. 

5. Section 455.101 is amended by: 

a. Adding the definition of “Additional disclosable party” in alphabetical order; 

b. Revising the definition of “Managing employee”; and 

c. Adding the definition of “Organizational structure” in alphabetical order. 

The additions and revision read as follows:

§ 455.101

Definitions.

Additional disclosable party means, with respect to a nursing facility defined in section 1919(a) of the Act, any person or entity who— 

(1) Exercises operational, financial, or managerial control over the facility or a part thereof or provides policies or procedures for any of the operations of the facility, or provides financial or cash management services to the facility.

(2) Leases or subleases real property to the facility, or owns a whole or part interest equal to or exceeding 5 percent of the total value of such real property; or

(3) Provides management or administrative services, management or clinical consulting services, or accounting or financial services to the facility.



* * * * * 



Managing employee means— 

(1) A general manager, business manager, administrator, director, or other individual who exercises operational or managerial control over, or who directly or indirectly conducts, the day-to-day operation of an institution, organization, or agency, either under contract or through some other arrangement, whether or not the individual is a W-2 employee of the institution, organization, or agency; or

(2) With respect to the additional requirements at §455.104(e) for a nursing facility defined in section 1919(a) of the Act, an individual, including a general manager, business manager, administrator, director, or consultant, who directly or indirectly manages, advises, or supervises any element of the practices, finances, or operations of the facility.



Organizational structure means, with respect to a nursing facility defined in section 1919(a) of the Act, in the case of any of the following: 

(1) A corporation. The officers, directors, and shareholders of the corporation who have an ownership interest in the corporation which is equal to or exceeds 5 percent. 

(2) A limited liability company. The members and managers of the limited liability company including, as applicable, what percentage each member and manager has of the ownership interest in the limited liability company. 

(3) A general partnership. The partners of the general partnership. 

(4) A limited partnership. The general partners and any limited partners of the limited partnership who have an ownership interest in the limited partnership which is equal to or exceeds 10 percent. 

(5) A trust. The trustees of the trust. 

(6) An individual. Contact information for the individual. 



* * * * * 



6. Section 455.104 is amended by redesignating paragraph (e) as paragraph (f) and adding new paragraph (e) to read as follows: 

§ 455.104

Disclosure by Medicaid providers and fiscal agents: Information on ownership and control.



* * * * * 

(e) Nursing facilities. (1) In addition to all other applicable reporting requirements in this subpart, a nursing facility (as defined in section 1919(a) of the Act) must disclose upon initial enrollment and revalidation the following information: 

(i) Each member of the governing body of the facility, including the name, title, and period of service for each such member.

(ii) Each person or entity who is an officer, director, member, partner, trustee, or managing employee (as defined in § 455.101) of the facility, including the name, title, and period of service of each such person or entity.

(iii) Each person or entity who is an additional disclosable party of the facility (as defined in § 455.101).

(iv) The organizational structure (as defined in § 455.101) of each additional disclosable party of the facility and a description of the relationship of each such additional disclosable party to the facility and to one another.

(2) The State need not require the facility to disclose the same information described in this paragraph (e) more than once on the same enrollment application submission.
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